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MESSAGE SENT 




TO; DIRECTOR OF THE MIJ»T 


DATE OCTOBER 1 , 19^8 


WASHIMGTON, D. C. 

THE DENVER MINT REQUESTS THAT THE NEW YORK ASSAYER STATE WHAT, IN HIS 
JUDGEMENT, WOULD BE HIS FINALLY REPORTED FINENESSES OF MELTS FOUR (U), 
NINE (9), TEN (lO) AND SIXTEEN (l6), FROM HIS ASSAYS MADE ON DENVER 
rwaSI^ELT SAMPLES BEARING THOSE NUMBERS. 


TATE 

QHAIPMAN 



TELEPHONED BY 
TELEPHCNEDTO 

TBE TELEPHONED S? ! ^ 





TELEPHCNEDTO 








Have your reprasentatlyes Informed you that It is a matter of 
reoord here,thrc a conference with mgr representa /es last weeks 
1* That none of your representatives have exercised the 
so-called ”assayer*s discretion" required by your new 
statement of policy* 

2* That they cannot tell us how or in what manner the; a 
so-called "assayer^s discretion" is to be exercised* 

3» That they do not know how the so-called "asaayer's 
discretion" is exercised at ‘Uie New York Assay Office* 
it* That they do not kr.ow whether the New York Assayer 
would adjust in any way the second set of assays^ the scienti¬ 
fic determination of which confirmed our original Denver 


assay* 


$» That at tha ttraa in tht Nav lork oo farenoa ahan 
Nr. Tata attanyptad to atata tiia ooncluaiona of hla oom- 
nittaa wttig to tha affaot that Nav York usad ao-oallad 
"aaaayar'a disoration", Mr. Merrill intarrvptad and ©or* 
raotad him. ^oraupon Mr. Tata b^r-paasad hla objaotlon 
and restated tha same eoncluelon. 

6. That Nr. Merrill was unable to obtain anj admission 
whatsoavar from New York repreaentatives that they reported 
other than the average of tha scientifio determination. 

7. That your representatlTes admit that the New York 
rapraaentatlvas ware "axtramaly loathe" to Jiaouaa tha 
matter of using discretion even with ifr» Tata. 

8. That a serious question exists as to what actually 
transpired at tha New York conference. 

9» That your reprasentatives agreed to recommend that the 
adoption of tha new statement of policy be suapendad for tha 
time being until guidalinas were established for tha so- 
called '*a8sa^r*8 diacretlony'” which would enable the policy 
to be carried out. 

from 

10« That y9ur representatives agreed to find out New 
York whether the Assayer there would declare In writing 
whetherein making an official report on the samples ha 
ra-assayad during tha New Yoxk conference-^ ha would stand by 
his second determinations and report the average or would re¬ 
turn to his figurss of his first report on tha samples. 


11. That Mr* Baisaer undarstood our position that tha ra* 
qulrement that the Assayer "exercise judgment so as to in¬ 
sure that no refining loss shall sd^saquently be borne by 
the Oovemment)" would hold the Assayer responsible for 
the inefficiency of the refinery operator for theft or for 
any of the other causes advanced for our refinery loss in 
1955 . 

12* That we requested a clarification of this new statenent 
of policy from your office* 

13* That the calculations which your representatives here 
presented to us to show us how so-oalled "tight assays" 
could have been the main cause of our refinery loss of 1955# 
failed to stand up under our analysis* 

m* That Hr* Hiller continues to affirm that all the reasons 
he advanced in his explanation for "Wie refinery loss in 1^55 
remain as definite possibilities* 

15* That when the loss was first reported to Denver officials 
by Hr* Miller# he declared that he felt he had received the 
gold and thought the loss was due to theft* (This he now 
denies*) 

16* That the record shows a nuniber of unsatisfactory irre¬ 
gularities with respect to the operation of the refinery in 
the fiscal year 1955# such ast 

(l) The oarrying away of sweeps placed outside tbs Hint under 
Mr 0 Miller*8 orders* 




(2) Hi! speeding of r«fin«ry operations with ths 
in© 3 q)erlenoad sinployses whose ability and integrity h# 
questioned* 

(3) Hla abandonment of the checks ho was making on re« 
fjjiUjTy anodes to determlno how the material was holding 

up* 

(It) His unreported findin?^ of pieces of gold in metallle 
form on a pile of sweeps* 

(5) His discjontinuance of Itr. Rull*8 check upon anodes* 

(6) His discontinuance of the pre-assay of San Francisco 
deposits, a procedure required by the conditions under which 
the material was accepted from San Francisco* 

(7) That Hr. Miller was unable to maintain control over 
the material he procesasd in the refinery in the fiscal year 
29$$g B8 proven by the discovery of a slaeable quantity of 
gold 1*0 following year, including pieces of gold in melted 
form* 

17* The record also recounts the incidents of 19h7 and Ijj'liS 
during whic* time Jfr. Miller*s refinery employees were gassed 
and hospitalised. This incident resulted in the dissemination 
of a skilled refinery staff inherited by Mr. Miller from hla 
predecessor. 

18* The record also shows Mr. Millor*s expressed disrespect 
of hie superior officers, his unwillingness to accept any 
responsibllity for the refinery loss or the refinery gassing* 


'5' 


Hla lnteB^>ex«t• attitude when Mint offiolala^ during a 
conference« attes^ted to dieousa tlioaa laattora with him^ 
and that he first tried to pass the responsibility for the 
refinery loss to the Cashier on the grounds of "tight 
weighing^" but la now pzH^posing to pass the reaponalbillty 
to the Assajer on the basis of "tight assaying*" 

19* i legal question has also arisen as to whether the 
effect of this policy* which now requires legally that the 
issayer anticipate any future refinery loss which my occur* 
nay have the effect of destroying the Superintendent's pre* 
sent protection by the law which providea for legal wastaga* 

This is a safeguard which any Superintendent in the Hint Ser* 
vice would not be willing to relinquish upon the basis of any 
one person's opinion* 

respectfully urge your consideration before accepting the 
conclusions t 

1* Thrt ^i^ht assaying" accounts In any way for any part of 
the refinery loss of 1955* 

2, That the Denver Mint should be required to depart from tradi- 
tional practloe and follow a policy which* according to our Inforsa- 
tlon* would require the same departure by other Mint institutiona*. 

3* That the proposed policy is necessary to protect the Oovem* 

ment* 

We should appreciate as soon as possible a ruling from you* based 
upon these aiatters* together with a furthar opportunity on our part 
to present to you personally the grave perils which we think confront 




th« Mint S«rvice If this policy is pursusd. Needless to say, we ro- 
main ready to carry out the instructions of the Bureau of the Mint* 

Insert #lf Needless to say, neither Mr. Merrill nor I, nor any of 
the Mint officials here, would question any policy proposed by the 
Bureau unless it dealt with the gravest of circumstances. I know 
that you aiw aware of the peculiar legal responsibility which is in¬ 
vested in me as an insurer of the values at the Denver Mint, and 
is vested in Hr. Merrill ty reason of his primary responsibility for 
the oorx’ectness of assays* I cannot do other than say to you what 
has ^ust been said to me by Mr. Merrills ^^e Denver assay* are 
correct *" 

Insert # 2t As I have previously pointed out, it was impossible for 
me, last week, to discuss your new statement of policy with Mr. Tate*8 
committee. I am relying, however, in reciting the above, upon assur¬ 
ances given me by Mr. Merrill, whose service goes back to 193h and 
who has, for a good nunflDer of years, been the second in command in 
the Assay Division, and for extended periods the Acting Head of the 
Division prior to his recent Presidential appoint^aent^ I re2y also 
upon Mr. Bruce La FoUette, who served as a Junior Assaywr of thi* 
Mint for several years diuring the early twenties, was given a Presi¬ 
dential appointment as Assa/er in 1?33» and served in that capacity 
until l^Ui and is, ae almost everyone in the Mint Service would 
oonceded, exceptionally well informed on all technical natters of 




the Mint Service. 


I depend further upon Mr. Walter Judge, who served in the Asoay 
Division froB 1928 to 194jb« at tines as the Acting Hoad of that 
Division, who also served in the Melting and Refining Division as 
Assistant to Mr. Elry Wsagor, the Srqporintendent of the Melting and 
Refining Division, who during his tenure of office was recognised 
as a preealnent authority in the field of refining. The administra¬ 
tive officials at the Denver Mint and the Denver staff in general 
expected Mr. Judge to succeed Mr. !‘hgor. He did not succeed 
due to the transfer of Mr. Charles Miller, who was given the post 
instead. 

The opinion of Mr. Cecil Gray has also nerlted attention* Mr* Gray 
has many years of experience, as you know, in Mint assaying* He 
served as Assayer in Charge of the New Orleans Mint under a Presiden¬ 
tial appointment in 1933# and is familiar with the practices with 
respect to weighing and assaying at that institution during the tine 
he was there. Hb also served at the Sew Tork Assay Office and it is 
a matter of record that he has stated that New York follows the sasie 
practice ae Denver and that he many times compared the reported aasays 
on which deposits were paid and found them to be the sair.e as the 
result arrived at by scientific determination* 

1 have oonsidereble faith, also, in Mr. Fhilippus, who began 
his Mint career In the Cashier^s Office in I 93 I., and has been pro¬ 
gressively promoted to his present post. There would be few peopU 
so bold as to say that Mr. Philippus is not meticulous and painstaking 
In carrying out Mint regulations to the last detail. 


. 8 - 


I «lso r«lf on Mr. Roddiah booauso wo havo found that his training 
and aoadOBiio backRiound, with a law dogrow and a dogroo in accounting, 
in addition to the twontyfour years spend in service at the Denver 
Mint, has wade hi® exceptionally qualified to serve as Assistant 
Superintendent because of his wide knowledge of all Mint operations. 

Ft m the above you can readily see that I have great faith in 
the Mint staff. I make no apology for that faith and neither can I 
accept your statement that comments of ours are "irresponsible", since 


cnuniti 

kr%i»U IXX, 8Mtl«i 8, p«f« 10 Tr«wM%l<w •f Bu«1mm •t nin%9. 

A d•po•ltar ihAlX b« or»dlt«d with th« mft«P-*«ltliif wtlfbt «f 
hlf bullion. A dipoiltor oludl h«To tho b«»oflt of tho gronaloi In 
tho flux which chall bo coparatoljr grwiiid end wochod^ end oloo fholl 
tmrm tho benefit of the eoreplage of the oruolblee 1* which the 
dopoelt le neltod. 


Conduct of Offloore - Pert 1J0» SeoUen ID, Pego 70. 

of dlTlelone ehell without doley report to the Sapvlntondoiit, 

I 

cr to euoh other offleor ae ie in gonorel chergo, enjr euepiclon or 
inetenco of negUot of dutj cr leek of IntegrltP of eny of the poreone 
Mplcyed In ttcir dlvleicne, end ehell eleo report to him any euepiclon 
of broach of intogrltj eleowhoro in the inetituticn. Such infometion 
ehell be iNMdietoly cemunieetod by the effioor In charge to tho 
Dir eo tor. 


7ABLR OP CHIRan, Section PO.l pert (d). 

Depoeite which fell to giro ocnoordent ecfaye end thoeo requiring 
an eatooeeiro anount of troetnont, ehell, at the dieoroticn of tho officer 
in charge, bo aubjoet to an additional charge equal to the eoet to the 
Ooromnont for additional fuel, labor, and nateriale ueod in nolting and 
troatawnt, aa well aa in roeelting end ^4 'creatnent, aa well ee In re* 
neltiiv and rotroatoient, if aaoeaceiy, by the depoalt aeltor. 
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lUSHDISKn, 0. c. 
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O.% L 


VATL 19$9 


THE DQIVER NUT REQUESTS THAT HIE HEN TORN ASSAYER STATE 1llAr» 21 HIS 
JUDQQIBirr, VQULD BB HIS FIlUaY REPORTED FTIEMESSSS OP NELTS FOUR (k), 
ICnS (9), TBM (10) JBD SIXIBBI (l6), FROM KIS ASSAYS NADB OV DENVER 
NASBNELT SEMPLES kilRIlQ THOSE lllglBRS# 

TATE '/.i 

CHAimi 



TEIi.niONED BY , 
TKLEfHCnXTO . 
TBTi TELSPilCNED 


I 









re* 


f>CH 


Oitobrr 3, 


Jf-VOKANDW 


I Mrs, A3 aa K, S(ihMld*r^ 3ii|»)rijatAii‘d9jrt 
Denver Itijit 

I Pr*d»r1ck W, T*t«, ChAlr^u; 

Dixt.-:tor»i Qbmltu* 



I !>«▼« to<lay iwlt.a tb*. t«Ucrwi tjnm Um rjLnifttcr •/ 

ti# Klnti ^ 


PKKDEKICK TA« * 9SS-9tiX A.. 

laiTED STAliS MllifT DVB 

DENVEh VAS prjRBiSwiii HEBIXTS Of ASSAYS MADE AT'NEW YdcK CW 
TIJIETI-FTVE DEKVER MASS MELTS. TIKKE Rf2>lXIS REPHESENT STAN«> 

DARD^ ROUTIKK PROGEDliRKS AT KiEV YORK AXD AH£ THE HfiPOKTlD 
Fl>»EKESaLS OF THAT ASSAIEft. GOLD CONTENT fOB THE MEL1S 
WDULT- KAVF bJaiN CALC JIA TED AT Ift.'W lOHK FRCJI THESE ASSAYS 
HAT THE Bl/LL^iQi EiEEN HECEIVE) AS DEPOSITS OR MERE Tlfli MELTS 
BEiBG PfiESENTEU m SErTU.«KT. MO CfcNVEK OR NEW YORK OFTI- 
CLAL IS EEDTO ASKfD KS OPINION AS TO THE VALTDITY OF AJfT 
ASSAY AT A^iCr^^k IlftJTITlfriON. MO ASSAY CONTROVERSY fxIsTS 
BETVaCEN KTW YOfcK AM'-Eftmifi AMD NO Ef>OWS TO 3 MIT-i ATS 
OfiE SWUU' BE TOlEhATED. IN lATmS Of SF.PIlMhER 23 I GAVE 
ALL HELD INTTITtTiONS A STAIEMELT Of THE LEGAL PASIS KOR T}€ 
EVALHATiON OF DEPOSITS, Q^JESTICHS FCR lOU^ OCFfrfITTKL TO 
A’SWI';f( VF.IU AT DENVyR APA II) DO DENVER OEPTCIILS fJWttK- 
STAND This STATEMENT AKl' THE HcLNCIPLE THAT A PRO PER 
WILL PKIKARIIJ PT.OTECT THF! GOVERNMENT TMTEKEST WhllE STILL 
PROFIDIMG A FAIR RETURN TO THE DEPOSITOR AND (2) IF SO IS 
THE ASSAIiJf CAIABLE OF MAKING AND REPORTING SUCH ASSAYS? 

I ^’LAN TO CHECK H.KICCICALLY All. FIEID INST IT i/T 10 MS RECEIT- 
ft'G Bl-IUCM TO INSUhE THAT THE UW IS BFJNG OBSERVED. 

BRETT DIRECTOR* 


In* Ulegrfc* Inolud^s folLcwli^ que«tli>oa 


•DC DENVER OFFICIALS UMDERSTAND THIS STATEMENT AND THE PRIM- 
PPAT a PROIEP assay VflLL PRIMARILY PhOTECT ’THE GOVERN— 
MPJiT INTEEEST WHJ1J£ STILL PRO VXD IMG A FAIR RET OIK TO "NB ' 
DKPOSITOfcT* Tu 


I wou^ appr^clau r«o«iTlng trom you « r»ply to Um abow quaatlon^ 
ir ' 


'•Cl Olrvotor of th* Mtat 


ft^<Wrick W. Tata 
Q»alr»tn, DSjp*«tor»i ComitUa 
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AlRotMAII 

Dirtoior of th« Kiel 
Vli8hln;;tcn 25#- 0* C. 

Dtar Sira 

I 

£nolo«d is * report suhiiitUd tgr MarrlXl 
And Mr. I<4>ddi8h vhlAh is s«Xf•explanatory. 

We shall sw&it your further odrioe and instrue* 
lions. 

Vary trujjr yours# 


Sui» r L'ltondir.t 


t 





October 13# 2^56 


ygMQIlANDIjK I 

TO I Hro. iOM K. 5oh»l<ter 

.Superintendent 

? 

F}tr)H t Hlcherd L» Merrill# Aseeyitr;; 

Marsl«ll M* Reddleh# Aealetent Superintendent 


The underai^oed aubnit to jon the attadXKl report upon confe^noee 
held with the Director*a Cowalttee regarding: the new restateirjent of 
aaaay policy reoently iaaued by the Director of the Mint* 

Certain atatemetita are nade ae to what ve think repmeent the agree* 
nenta reached with the Director's repreaontatitvAi aa to the neoeesity 
for clarification of the Direotor'e policy* Following the stateiaanta 
are cxoerpta frcm the recorded diecuseiona on the point* The ooo» 
rei«noe« w^iich was taperaoorded m view of your abaenoe# waa attended 
hy Messrs* Tate^ Kejiaeer and Vlt^n for the Bureau and Heasra* lW)ddl 8 h 9 
Ksrrill# la FoUettep Judge and Fhilipixia ibr the Denrar Mint* Meoars* 
Miller and Cray alao participated diaing the latter part of the -eon* 
feronoe* 

we respectfully auggeet that this report be farwarded to the Director 
of the Mlntf toPT^ther with a recoonendation for olarificatlon and addi* 
tional lrJ:bnnation* Vto aaaune tYmt the aaiqples frcei New Toric proalsed 
to 08 by the Dliector in hia letter of September 2$ will be forthcooilng* 
Thoee aanplae will enable ue to set up guldelinea for the new policy* 

We would be lesa than honaat if we did not aay that it la our opinion# 
and that of Haaare* La F Uatte^ Judga and Cray# that the Denver Mint's 
present assay reporting procedure providee euffieient naterlal eo that 
what has been paid ror can be raoovered* In saying thls« we asausai 
tivit the Aeaayer la not to be held reeponeible for theft or ineffl* 
cieocy in the operation of the Refinery* 






ROUGH Dturr 


Ootob«r 1958 


!• Hr. H«ltMr and Mr. Tata agraad that iha pollogr of tha Dirootor 
of iha Mint vith raapaot to tha Aaaa]far*a ra^po n a lh l lit yt oa aat forth 

I 

in hia lattar of SaptaMbar wottld not haaa to ba pat into affaat 
until aamplaa ara aant fion tha Mm Torfc Aaaajr Qffloa^ tofathar with 
other Inforaation aa to uigr and hov tha •aiantlfLo datomtaatloa of 

flnanaaa haa baaa adjuatad dofw n aard bp that offloa tfaroich "Aasajror'a 

% 

dlaoration** 

Mr> fat al * 1 Mll 9 lat aa aaj it thia uap • «a*ra apaaJdLng of 

f 

tha aaaraiaa of judgaant bgr tha iaaapar in raporting tha 
aaaapa in aeoordaaoa with lagaX fwqiuiraarata^ whloh do raquira 
that tha natal ba pr ooa aa ad through tha Raflnarp without loaaaa** 
Hr. Ra d dlah i "All right. Pow» thia ia not a wattar- in vhlah 
IDu ara going to wait for datarwlniag tha policgr imtll pour in* 

Toatlgatloo ia orar « ia itt Thia ii a aattar thctt ia now al* 

« * 

raadp on raoordf thia la a aattar whtah tha Diiwotor haa aat 
In writing^ thia ia now tha pollap of tha Mliit Sarrloa. 00^ 
thia polioj ia a)«)poaad to bagin todap with tha dopoaita that 
«a hara right and on thia baaiat right now* Mr. HarriU 
ia auppoaad to ^ka thaaa aaaapa^ aa 1 undarataad it^ aftar 
hia wan hawa datarwlaadt and ho ia aig^aad to applp aona kind 
of radwotioB to than.* 

Mr. Malaaag i "Agaln^ thia ia not a Ration of raduetlon * lt*a 
a <iuaation of applioaUon of judf^^snst in ordar to protaot tha 
onitad Stataa********** 


Mr^ Jkiddiji^ t "But it loanlta in radaatlon« doaaa*t ItT" 










Mt lw ty i * *It rMulta in a lom r report ot neeigra eo low* 
eredOf onperted end laareflned beXUon* Ttaet le the eenee end 
•ttoatenoe of lt«« 

Wr< tete t "IkrefaelXt 'thle poUe/ Aoold etert tode/* 

Thle pellogr ehoold teipe been in effbet ell Um tlae beoeoee 
the lew heen'i ohufed elaoe 1873#* 

teddieh i *111 ri^t. Then# en X toorreot in thief ttet 
ee of rleht now • ee of thla nooe nt • elnoe we here theee la* 
etruetlone^ the AeeeTwr ie now vnder e borden to epplgr 
■etter of dleoretlen*'' 

• ^ 

.Hr, Tetet «Z wotildnU eell it e berden, 1 would ee/ thet le 
whet hie job reqwiree hie to de» to report thee the wej the 
lew telle hie to do eo»* 

Mr, aeddiefa t •All rietit* then» I think that be ie entitled to 
eek jott • be hie eeeeje poine throng rieht now • how enoh he 
will leeeen, lowr figure, redaoe * I don*t know how to eoee 
up with another tern for it* Jwet in ej eli^le wegr X know thit 
we ere trying to out down the eeeby* That le, the intentSLoa of 
thie ie to out^dow the eeee/ to the depoeitor* Row, hov ie 
thle Aeeejer going to do thief How eneh ie he going to ovt d«a7* 

Tmto t diec tt eeed thie wry peint et Raw Ibrlc, end Dlek 
rill looell thet we eeid that it would be vety dlffieult te eejr 
the Aeaeptr will eemlee hie jodpmnt in regard to e oertein 

* V 

•maot. Maw, m did dmtlop, «• tm>n nld IxfMv, bM*d cb 
tl» (tatMMit of tw atflMir dimtora, that If yes raport m 








^ 3 - 


•trvl^t jrou nr* not pvDYldliic mouch aitarlaX to 

CO throufli tho lUiflmr/ without looMs* Zt MtmH bo dtffloolt 
to ooj today •• and wi did oay thli in Mow Yoolc «• how aoth Jidf* 
wont ahottld bo «iMroiood« how mioh oonaldonitlfm ahoold bo 
Ciwan to thaoo varloao olMWQtO to porwlt thoa to •• thvooch 
tho Roflnoary* Iba ooa24n*t opiply tho oono Xoflo to two or 

t 

throo dopoolto tn a yow« 1 bolim it*o Jwot o^aattor wfanw tho 
taoaynr hao to woo hdUi oolontifla loioWlodcOf aftor ho hao knawn 
what lo la a dopooit • If it oootalao loadf If it oontalni 
aroonlo or alao* Mb knom that that^ firot of all« own tiohbla 
tho aaaay and ho knoMo that lt«a toixm to gloa troWbXa whoa it • 
Kooa thiDib,*h tho BBfSmry$m>4 thoiofhro if ha roporto on a 
otralcht awaro«:o 'baala, thty oaa*t gat that auoh gold out of it»« 
Hr, holaoor i "Tho quaatloa ralood aa to tho aaount to bo ohurgod 
on dlfforoat dapoolta U oao that iriU nam W oottlod by aay 

• I 

arlthwotto oonpulatlon or aay oarioa • any grovplivia whiob 
bo laid ottt on a graph or ohart for tht guldttoo of tha doaiyor* 
Thoro ara a thooaaad dlffWront altwatlona to bo oaooiaitarod la 
tho Doxwal rooolyt« day to day« of dopooita* Tha Aaoiyw hm 
to ttoa hlo own toohni^ knowladci and akU^ plaa tha lafoiw 
tion finon tha Maltar and Rafiaar in ordor to raaah a daalalofi la 
aaoh oaoa* low^ la thlo apoolal laatanoo horo at DanooTf tha 
Aaaayar raoocnlBlaf • or tho atatoMnt harlnc boon and ao* 
UbUahad hart that It hao not boon tha prooUoa to do ao In tha 
poot« It la oortalaly roooipiliod that tha doa^r today lo loft 
boro with rogard to thlo| ha la oought in a altuatioo whara ha^ 



•ino* mM bMD •XMTBttlng tixl* Irlnd of fao doe«D*t 

knc.* q-it« MMt to do* Zb« tavo oifcod fcrr» and tho Diroctor 1»« 
* •'t'^rlzad* t^a Mndlnc oortaln dopoolt frox Sw 

Toxtco irtth aoconpCD/lru; lBf£raetlae roooivod la tbo dopoolt rooa 
and In tbo Aamax Oirlilao a« to vlat ma obanrrod and auit 
of ixioMit ramltod tooxofroa* That icforaatioo wil l bo gl^wa 
to Hr, MarrllX a« ooen a« poaalbla* Za tha aMotlaa, ha oar- 
tairOjr ow^it not ba expaotod to oparata bam* Tha and of thl* 
alt^tiop nata In a fuU^-aoalo la aay ara Ocnfbranoa whan thin 
anttar oan ba d1 wmanad with all tha Am^jan of tha ^¥t1 t a 4 
Statoa and tha/ will ba jjlwafc an opportaaltj axoml tha tabla 
to discus toslr sspsrisxiois«* 

APi..,ha^jUrj "Vtll, hera la tha t nin g, lou faatw Jttat aaid^ and 
I thick that that la fair, that jan a«raa that Hr, Marrill cannot 
U?lij thla prosaaa of tha dlacraUan whioh iwlta in a lower 
aaaaj until ha haa ao«a aaaaara, and I think ytm. afraa with ttet,* 
iSjJSSiaSE* la tha kind of waanora that oan ba darolopad 

oolj b/ Intorchan;^ of ijxfbrmtXaa batwara Hr. Jiamil and tha 
othar iaaa/ara of tha Obltod Stataa oe a cowplsta, full-ooala, 
roaid-tabla-confferonoa baala, but It'a obnrlooa tl»t «a oan»t aat 
that up to neat an ianadlato dtpoaii ait«tlon, Ha la authorlaod 
to, and aay, if naoaasar/, tolaphooa tha Aaaa/or at kav lort:, 
aftar ha ima rtoairad and studied tha aaoplaa and tha raporta 
*coc*.^n/inc tr.otc aai^l*#. If ha ma furthar quarter., on othar 
t/paa, th«o U no raanoo ha anoo^ ba, and mil b«, it la 

wndaratandinf tha !;ixwator will jarwit hUi to eontact tha 


Aaaajwr 




«t iw Xbrk by Ultjtion* it any tlM la thl* •Iti^tloo • or otiw 
Asaaytra. I aortljr Matlon tb« Ifrw lork AMMiyr b*MUM h« it 
IkalUur vlth thlt tltutiloa tad It wcmH bt Mtittt to to dlaolott, 
that it, botwoMi thwi» nhtt the prtotloi under the lev le, end 
I think that the tetter oould be nettled eery rtfddly with regard 
to the preeeot depoeit titaetioa** 

Kr» Reddith t Tou’ee beta on thit tubieot end^you've looloid 
over theae tsteyai end I knew that you teke etteya y^tiraelf end 
ere fkedlier with the toienot. Itow^ you^ve teen eote of thete 
eeteyCf you know eceethlag ebout the mm aeltt^ oould yott eey 
any pertlfluXer type of depoait that you would take a oeitala 
alXowenoe for?* 

Mr. Meleter i "I do not feel that^ In view of the fact that la 

doing tha aaaaylng for the Direetor^ it hae ever been iaouid>ettt 

upon mf from where I altf to aaka aaeeya on loi^greda, toiparted 

bullion, under the preeent living situation In which wa now axe. 

Tha Bureau haa done ao eartxeaaly lafSraquantly, we have no staff 

la Vaahington for the perfomaaoe of low-grade, nog^erted bullian 

asaaya, m don*t do theei, and it la ay preaect poaitlon that it 

ie a Mtter to bg aettlad by the Aaaayera of the thiited Stetea 

0 

idto hava the current raepoaaihillty la the natter, and I belleva 
that It will be nettled • again, I aay • oa a round^ble baala* 

The Dimotor will otU a oonforenoe and all itotayera of tha Obited 
States will be brought around the table, and tha doetora will be 
flren a ohanoe to exaalne every petient that they want to talk to.” 
Mr. Reddie hl **1 think that*s fint. Also, t'lough, I would 






to atk Kr* Tiit« iilMtlMur b» oonouni' vlth jkxu^ Fhil^ that «• of 
rl^i now^ that our Aw»*jmrp oot haTln^ ony guldoUnoo aa to 
how ha la roIiir to out thaaa dapoalta dowi with a rim to 
fiottliv; nora natorlol Into tho Raflnaiy^ ahathar >ou agraa that 
it la all rl^t until thara ara aona fn*idallnaa daaalopad that 
ha oaxry on aa ha la novT** 

Tata i *ltow York taaa alpaa4y baan onlasod « raquaatai • to 
aond tha natorlaX out t^t uaa raqoaatad froai bara^ and 1 think 
It oartalnly wouXd ba nail for Diok to nalt until ha gata t^nt^ 
and Ro orer lt« than Uha it from that point*" 

?• lour ooBmittoa^ hnadad by Mr« Tata* told ua that it la mnbla 
to Rina ua InatruotloQ aa to how thla •Aaaayar’a diaoratioa" ia to 
ba axbioiaad. (Saa exoarpt vular Ztan No. 1«) 

3* A oonfualao aulata aa to what trmaplrad at tha Raw Took oonfar- 
anoa and whst Haw Xcnrk aaaaj pvaoUoaa actually ara* 

Mr, Haddiahi "lot na aak |du a quaatioo A^aln baoauaa Z want 

to ba auxa, not an mpmri In tho aaaay flaldU I*d 

to aak you thia aa a tootanioal nanuiad aa an iaaayar, Rapraaant* 

Inf tha Hint and knowing thla mttar waa undor diaouaalon, 

tha Haw York nan aay to you that thay thought our aaaaya wara 

wrong 

Mr< Marrill i Thay did not,” 

to, Maddlabi "Did thay agplain tho dlffamiOoT Did thay aocount 
for why thay raportad tha flrat tina a oartaln flgura and M| yi n 
idMO thay raaaaa7«d, that thay mm up with tha aana baa io datar* 
ninatioiia aa you did?* 







? 


Harrll lt •'Thuy ntirex' Mdt ao/ ajcplAnation of that at alio" 

♦ifo r^»idlah i ”Ona «>ra queatl^^ I a<w aonxlMnc thertooo..* 

’Di tnoy, on thoa® reaoaays^ oont^rm dateminatlona trtiinh you 

MTo Marrill i "lea,* 

hTo Raddiah t "iiao thera anything aaid in the oonf«rronca by 
:;#» York to lodioate U»t they nnda alltnaujoa 6r adjuatwent, or 
1km they nade it?” 

Xr, Merrim "Kover," 

4-*«ro Yate t ?£»:x*»e iia» lat m say eonething* Ctrin^ the cocfOr^ 
once Uiara ap^arod so *• hesitanoy on the part of tlie Naw Xoifc 
p>aopla to dlaouse Uw ■axmer in which the allcoanoae vara aada. 
Kr, Johnson did admit to Wljgan and Waiaser that he «ae naking 
allowanoMf and during the aftan»oon of tiw last da/^ In auwdng 
up our oonolusionSf I did etate to tha Counittaa there th^t Nev 
fork was luaking e Howe note In the application of their proofs^ 
aa I recall* Lat ne add^ I don't knew anything about aaaaylAg* 
But the Kew York boya did oonour in thla and of couraa tha 
flguree alBo» ae I stated In eundzig up our cooelusion« tha 
original raeulte indioatad that allowanoaa had been made and 
tha Mev York Aseayaors did concur in the fact that they had aade 
their adjuatweote or allowenoee In the appUeation of the proofs. 
Riilf do you want to eay aoaathing on that?” 

Kr. Mel^seer i **! confirm ubat Hr. Tate haa Just aaid. It appears 
to aa that fbr tha balanoe of the dleoueelon we ought to eurely 












tokw not* of tt* diffomo* b*tv*«o th* word* ***0*7*9 ^ rcpc'rtod 
*&d U^* vcrd^ *d*tex«ia*tioa** I would like to c on a T .t tioet th* 
daterslootioo* sad* b/ both !■*« lozic *Dd jonver wsr* sc cloo* 

*s to torow oat *117 possibilit/ of thtire azi/ sericus dif'* 

forono* In prooodur** of th* two lastitutioc** Ca* point of 
l**u* h*r* roots In tb* doftnltlnn and its ipp l i cw tian to th* 

Isv a* to vhat eonstitutos on *****7* on the one band and ooxed^ 
th* Mint** oMoin.^ of th* vord 'dotorminotioo** • assay datamuotior.* 
Mr, riaddlsh t '<c.xcu** ■*• ii*tur*U79 vrwn Mr, HarriU car* baek 
froa TiM* lork^ os you oon ••• olroady fit» what hoe ''«*n saia^ 
that his uxtdorctandinc 00 to what want oa ot th* oonfwxtiuco is 
not tba aaae as youra^ and w* wora yvty Interastod In tha rooetloo 
of tiov lork, Koiff da you racoU^ Mr, Tat* or Mr, UmlAmr^ Kr, tlc^en 
I j^uos* you ware thar* too • do you r*ooll durixu; tha tine vnsn 
Kr, Tata uoa auardjis iq) ond referring to liav Iork*s atathod being 
to aok* aoiae adjuataant in th* oooay by using discretion, do you 
recall, Mr, Tat*, ond ony of th* others of you, Mr, Narrill 
stopping you ■oawrtorlly ond indicating that ha did not agroo 
with you?* 

"les, I do raoall that rery apeoificoUy, and oa 1 
sold ptwviously, ths Asooyer had Indioated that he had b*«n nok* 

Ing the odjuataenta - tbat*8 tbs proper vord - had been nekiz^ 
th* adjttstawnts in th* proofb. That statsaient bod not b*«n wde, 

X doQ*t believe, in the prvseno* of plok Merrill, and it could 
b* that up to that tloe, Dldc won still oonplately la th* dork 
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aa to nby tbe orl^ntl asMy« had bMn ao far apart and ai?y tha 
*^***y** withoot oorractlooy bad baao ao eloaa iostotber* So^ 
fit tfat point vhan Dick atoppad I aald« 'Diok, let's i^t 
tack to tfaa original raaulta*' I Oiak xaoall tbia. 

''ban tbay wars orl g i n a l lj aaaajrad^ vban liav Xdrk aaa loa sad 
••• aad I aa rafarrin; to that • that that d>aa 

indloata to as tbat Baw fork la aaklng tha adjastaact* Do yoo 
raeall that^ DlekT* 

Marrllli "I don't zaoall it Jaat axactly^ that aay. I askad 
botgr Nr* /oteaoo and Kr. Lotlaak at ttet tlaa if thaj vara uaij« 
Aaaayar'a diaeratloo or itetbar thay raported tfaaa on tba avaxaea. 
They both at atad tbsy raportad thaa on tha ararara t^ ** 

Najaaari '’lot aa aay bare that thera la no question that 
both Hr, Johnson, tiw Hav York Aaaayar, and John Loriaak, aho bad 
Voan Aetlnr Aj'^istant, ware axtraaaly loathe to reveal to tha 
Chief Aooouotant of the Bureau and the Chief Auditor tb» aethod 
whioh thla lau bain^ aoeodpliahed* There is no question bat 
that It wa definitely naoaeeary for ua In flndini: out the exact 
progreaa of the deteralnatlo&s nde, to extract, as it were, 
tba point at vhich this Jodgaeat was bairy; axarciatd and tha 
reaaos tLerafor, and it waa dstemlned that in *t*i^ni?a with 
Haw fork pracUoa, tbs asaicxBMnt of value to the pi>oofa waa 
being aoconpliahed ty the Aaaayer or hia asaiatant after tha 
deteralnatioaa had been ooiQpleted by the Aaaay mn, and again 
I aay that tha New fork Aaaayar and lorisak were “loathe" tc x'evaal 

what wa later eatabUahed to have been a fhot - that they evaluated 
that proof la auch a Mgr • aad Antnkly, ao aa to proteot tha 





'united States In reoelvlnir that partlouXar deposit^ takirxft into 
ooneiiieration those el««enta that they, or their reprooentaU'Wu, 
liad obaerved in the neltlnc: of the deposit. In the takinc of 
the aanpXee, in the appearanoe of the bare, in the aaoay proce¬ 
dures theaeeleee, in ehat the assay sen bad reported to them as 
haTlng been fotmd or observed In the operation of the 8ai:ipl0e 
tljroa<?h the eesay laboratory* Taking those t^TS Into oonsiderB- 
Uoo, and, frankly, adding It to the proof, and eubtractlng the 
SUB of the two eltoents froB detensimtioBS Bade, end on that 
basis St that point the Aasayer eaesreleed ths ^.ynant required 
under the law*” 

Mr* Reddlah t "Theric you very aueh, Phil* How, we are oonlng 
riciht down to the basic point of the adjustments* As I understand 
it, I think that Mr* Tate and Hr* Nelaeer pointy out that tl» 
fhot that Rew York waa Baking an adjustaent or aa to how t>iey 

f 

were nskln^ It was not given or explained to Mr* Merrill while 
ha waa baok at Mew York* Mow la that a fhir stateisoct? Jexouse 
MB, Mr* Morrill* Now, lot’s take that* Aw* I correct in saying 
that while Mr. Merrill was back on this oonfbrenoa, hs was not 
told by Row York, or told how these adjustinents would be wads 
which New York is raking to protect the Oovemnant* Now is that 
a ihir atatoaeDt/'' 

Mr. Tate t In diacusalng thla problem I lecall that thora eeetned 
to be soma doubt in Dick’s mind as to what New York had been 
doing because, as Phil pointed out, thay didn’t come out with 




«ai< 


• oliMtr •tatfMMnt And I b«Xl»¥t 1 MntioMKl priYloitily* 1 Uon*t 

think Utiak uiMkii*tiit 4 N>U right up untiX thu lACt AiTtMitioon^ idi^n 

X kind ot niirir'* up vtet hfcd b««i Mid up th»r«| X did fWl mX 

th«.% ilM th*t h« did uadwatunJ th*t liM Xoilc nnklng allow- 

aJKMI ft>P tl»M l 0 ¥«^gMd* Mtspldi* th*t would pwTwit thuw to 

pit^otaNd t)at>u^ thi llwfinwpy without further Idmms. w* 

tetd • dlMUWilon •long thiM Un*». V>i tolkwdrabout t\w Ikot 

that if Dw¥WP m* taking straight k'lwmcM, t iara Ma iwt auf» 

flclant allowanaa thara, in our opinion, to pomlt that wtorul 

% 

to to proooaMd throvu^h tha Rafinary without loaaaa. Diok talkad 
at that tijaa about ohangliv; tha ro^^iUtiona.to aaaay to the half, 
t* kiokad that mrovuA ^uita a bit and finalljr daoldad that Uiat 
waan't a aolutlon to the problma. T on wa talkad about t\m doair- 
abllity of twYlnr tho Diraotor aaj In tha ramOationa that m 
Aaaayor would odoa a oartaln alXowunoa on oarioua olaaaoa of 

Mtarial. After dlaouaaiia: that point wa fblt that that Mt oot 

\ 

a prcpur approach looauao if you're goinf to apall out to tha 
Asaayar aaarythinr that ha ahoald do, why tio you naod an Aaaayar7 
In other worda, tha Aaaayar la a^q^aotad to ba a taohnloallj trainad 
paraon who idll uaa hia Judgwant in awaluatlng thooo dapoalta 

in a aarawr that will protaot tha OowirnBant. X baliaM that 

% 

at ooa point Diok aaid that if h* wara inatrustad to do ao, ha 
would ba to aaka alnllar • waka allowanoaa • on dapoalta 

in tha nahoar that wa had baan diaouaslng, and at that podLnt 1 
Mid, 'Vihll, !*■ suffgaatliut that you do It*' And at tha.point 
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i’hil vpoloi vp in m mart of kl^dlac wiy «Dd DleiCf 

yoo'v* bm told to do it.' But th»o at that ti/o ba did mj 
vallf bi wooll. !*■ Bot aw* that «a aantlooad at that point - 
bat an/boWf foIlovlJie that diaouoaioo va faava pot out « vtataaact 
ohioh hao baan Allad to aaeb ioaajar aattiju? forth t£ia raquiro- 
■aata that thaj ara aoppoaad to follow to o b aa r r c - tha le^l ra-> 
quiranaota whan tbajr ara paylUis tor dapoalta. Uxm I did noaaatljr 
fdal that at tha aod of that diaooaalca that l^iok had a claar 
UBadaretandlng of vhiH law lark, waa doing, how^ if ha didn’t^ 

!'■ aurpriaadj bat I will oomada that it ia poaaibla that ha 
dldbi*t Iro«« in fkimaaa to Dlak. Thara waa a lot of aort of 
olaodiJTg of tha iaaoa in tha aarljr dlaauaaieo.* 

Hr. Warril^ t ”1 aaid, frad* that X did hawa a olaar qnrtaratand- 
ing. X aahad Loviaak and Z aakad Johaaoc, aod tfaay said tbaj 
raportad thaa od tha aiwasaga. I alao aakad OardaUa ani aararal 
out tharw, and thaj aaid thay only raportad on tha araxmga....* 
it. Thla Mist haa fellawd tha praaast aaaay praotiaaa of raportlx^ 
open tha baaia of aeiantifie datandoatioo ainaa tha 1^20'a. 

Mr. ftaddiah t *Thack jou^ Fltwd. Firat of all^ I would nw to 
aak Diok NarriU. Dick* ia yenr oomaation with tha Aaaay DItI- 
aloo* idilab goaa baok to I92k$ will tall m wcatter or not 
a pnotloa haa awar baaa wylnyid of uaiag a faduaUoa - aa 
aUowaaoa* a diaeiviioo* a aattar of Jad^pMot* aa ia aug- 
eaatad baraT* 

Mr. WanllH *It uaaar haa. Tbay bam alwiya baan raportad oo 
tha arlthflitioal awaraga.* 


Kr» Roddiab i *1 woald 111* to tuni to Mr. Za fbHatta* wlxw* 







«• I Miii iMfbrtt la tM SuparljatcadMi •f Colna(^« i»g 1 n 
irMwmloualj intojnmdg ■« •wrytiodijr r»(idlly oono<Mk»a« oa 
*X 1 pbi^Ma of iha Nljnt Sorrioot wui fk*o«idoiitl«l oppolntoo 
«• Aaoojfor tfom lj 03 to 1^0 X boXloao^ and oho olio during o 
p«rlo 4 in thi to** wm In onr Aiwijr DoportMot. I would lUm 

t 

to Oik Hr* lA fbllotto wtethor this nottor of roduotlortf ollow*> 
onooy diiorotioii or uao of Jjudcjnint woo 000x7 liwplojod ^ tho 
Aioojr Diriiloop to bin knowlodgoT* 

Kr, la F^Uotto i ”lio« Ho dlierotion^ Jodgnontf or anything of 
tho kind uoi appUod* Tha aoMy proooduroa that woro appliod 
woro aa noar to tho eonrwot taOhnloal'praotlaa aa our knoulodgo 
of aaaajlng and knowlodiji of uhat wa know waa bolng dona In nlo- 
Ing Induatry undar alnllar oiroinMtanoaa. Tho buart of tho gold 
aaaagr praoadaiw la proofing^ and in ordar to naka proof aa noarly 
rapraaantatlwo of tba aaapla or aanplaa that you ara aaoayljiVf 
you haaa to hawi knowlodga of tba bullion • tba typo of buliloo 
thct it la* Xou hawa to buUd a proof with tho aaount of gold 
in it that approKlaataa tha aaount of gold in tba oaaplo and 
an aaouat of baao^ irtiioh la uoually ooppor^ ooppor affacting tba 
aaaay aora than aiTthing alaa, and gottlng tbit proof 00 that 
you will bo obla to got a eorraatlon to apply to tho aaaaya 
raprooonting tho bullion In tho aaoi finontaa with thoao proofa, 
and apply a oorrootioo that it aa near tha propor oorraetion aa 
it la poaalblOf with your knowladga^ to arrloo at« of 

oouroof alvaya haring at laaat two nan working indapondantly of 
oaoh othar on aamplaa, or on duplioato aBjaplaa^ and tiion applying 





*rith»tiotl avvrag* of your rtiuito If timj art in wbat 
you would oonaldar to ba t oloM nn^ pf obaoka^ and aftar 


applying that avaiiaga to tba raaulta of anoh mu^ aach aan doing 
hla own oorraetion^ by tha way, on tha baaia of hia azperlanoa, 
Judgaant and tiaining In thla partloular laboiatory, and. In 
tha eaaa of gold, zaporting ibm datminatlon of tha dapoalta 
to tha nearairt ona quartar point in gold, down, narar raining 
a ftaetlon to a hl^^r raault • alwaya raporting dom to tha 
nearaat quartar** 

Hrj^Raddiahi «Ut no aak you a quaation* lat na aak you Juat 
ona more, bafora I foxgat it. in oomotioo with thla walghlng 
and tha allowanoa, now, aa I undara^nd it •* aoaabody can atralghtan 
na out if I an wrong • that both.of tta nan who art vortclng Inda* 
pendantly, praaunably on thla nllowaana or Judgnant, or wtetaaar 

M' ' 

it la, both of than would hawa to op^nto undor tha aaaa rulaa. 

Lat na aak you thlai Oo you know of imy inatruotlona avar being 
ioauad to thoaa nan parfomlng tba wai|^«.Uoka of tha indapan- 
dant datamlnationt Oo you knowof any inatruotlona ham aenr 
baing iaauad to than to uaa th^ jiMignant?* 

Wr « La Follntta i *Tbara have naver bMn nay inatruotlona to nan 
•judgnant.** V 

Mr. Baddiah t *Aftar thay ham nada ttw dotendnatioa?* 

Mr* La FoHottat •'Only tha appUoatlon of taehnloal knoidadga.* 

Hr. Raddlahi •After thay bad nada thalr dataminatlon did yon 
Otar taka thalr dataminatlona into ydur offloa. - or do you know 
of an Aaaayar who did • and than prooood to mdaoo it7« 


1 
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Mr. L» rollout I "No*" 

Fuiddiah i "Or to tncr«« 8 *?® 

Mr. U Forutto i "No." ........ 

Hr. Roddlah i "Thank 70 a mry muoh. I vant to on 11 upon Hz*. (CaXter 
Judj^f wtio la thfl laaiatant Suparintezxtent of Coining. Ha waa 
In tha Aaaay Division from 1^28 to 15^ • would that ba about 
right? •1*3?* 

✓ 

Mr. Judga t 

Mr. Raddiah t "1^3# Acting Assayar part of tha tiioSj, 

vara you? And^ I would lika to aak ytm« ainoa your azq[>«rianea 
goaa book bayond nina^ and bayond Mr. Marrill*af Z W 3 uld lika 
to ask you vhathar you know of any practioa in tha Donvar Assay 
Dlviaion to maka thaaa allowanoaa^ or adjustmants, or dlscrations 
or Judgnanta • I don’t know how to term than • I’n trying to 
’covar tha watorf^nt’ on dafinltions. Do you know of a prao» 
tics of that kind?" 

Hr. Judga i "No, I do not.® 

Mr. Jiaddieh t "Do you know of any • wall, I think you have answered 
it, thara is no usa in belaboring tha point. Next thing I would 
lika to bring outi First of all I would lika to ask the oomriittee 
whether thay art satiafiad thttt Denver has not followed this prac* 
tloo of tha allowaroa or adjustment or disoration or JodiTmont 
during tha period whloh these nan are talking about. If you feel 
that they have, row is tha tins to say so. Is there any quosUon 
that Denver ha a not used this nsthod?" 

Mr. Baiaasri ' We have, of oourao, tha stataraenta of Mr. Morrill, 


Mr. La Foliatta and Mr. Judge. Tha only evidential part of this 
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xo (Ui* Li th* rMSMylnf; on oimplt* at Iork»' Within th» 
limits of what «« hav«» Z think we Murt aesum at Vile point 
that there hae been no ewtrelee of jttdoDent^ but that rewalne 
to be pfTOTed with repimnl to eeapUn^ and teatln^ of bullion re* 
celred and paid for during thet period** 

Mr* Reddiah l ■! aeeuee you haren^t any further question. That 
la vcf uxwleretandlng. Aa aeoond offiolal in the Mint and aotiag 
for the Superintendent^ that is my understanding. Insofar as 

ny own^ personal Inquiry In oonnaotion with thia thing la eon* 

0 

oemsd^ but I thought perhi^a that I didn't know taov to ask the 
questian^ or soaethlng of ths klnd» and nayba thera waa aossthlng 
that I didn*t' know* 80 f Z think that new our peopla hern hare * 
confimsd what we have thought • thet we taeve not bed this pret* 
tioe of this allowance^ etc*^ that we are teHrlng about. How» 
at this potntf thsn^ I would liJce to way that it is tha position 
of the Mint that the history of our Mint will dleolose the fact 
that this allowanee of which you arw speaking has not been naoee* 
aar/f thet our nethod of esaaying^ aa it haa been dleoloaed to 
ymtf hae resulted^^yeer by yeer^ In the Beflnery^ in galntf and 
only when wa get to do we find * now^ I*w speaking of the 
period frou 1^20 to 19$$^ only then do we find e lose end e rery 
troubling loee^ as wa knew. Iksw^ that is our foaling* Our foal¬ 
ing is thet that haa resulted in our present practloe and tha 
lews and ragulationa aa thay are carried out herSf have resulted 
in gainSf end for that reason wo qusstlon eorloualyf and aak ths 
Bursau to eonaidari whether one should ^ngo what ons would oall 





in tanal« a hdmlnc on* vtiiob is cood sod vbioh svsxy- 

oiM has lodiotitsd that tbsj taava ooofidanes la bars at tl» Klat^ 
to eoi'iathXnf; diffaraot** 

5* It is tha ooooldarsd oplAloa 0 / our tadmloaX oxparts who sx« 

coat altillad la tlia fiald of ssaa/laKf laoludlos )fer» Narrlll« Mr« Is 

IbllattSf Mr* Jud<^ and Mr* Oragrf tbat tha praasat assay praetloaa 

at tba Danwar Mlatf aadsr wtdah aaaajs ars rap o rtad opoo tha basis 

• • 

0 

of solantlflo datarwlmtiao* aiw adsquata protaotloo to tha Ooronsaant 
Thaaa am hawa always subaorlbad to tha prlndpla that thara la Inhar* 
ant lo tha prasant walchlof *nd aaaayloft praotiaas at tba Danrar Mint 
a tSKlnc frow tha dapoeltcr of so additional amount of praoloua oital 
and ti^st thaaa praotloaa rasultad lo oontinual calna and no looaas 
fron 2SX> tlm^yuf^ X5>5li* 

6* Thaaa taolaiioal aao^ and othara at tha Daoaar Klnt^ oould’^ it is 
thought, if tha naw rastatiBaot of assay pollay la taaporarily sua- 
paodad, sjbalt oonatruotlaa suoMtloos whleh waiAd protaot tha Ooram 
pant afloat firthar isiffnwssan l oa ssi la Baflnssr opsratlons* 



October 13, 1958 


AIR-MAIL 

Dinotor of th« Mint 
VAishlngton 2$, D« C« 

Doar Slrt 

Enoloaed is a report submitted bj Mr. Merrill 
and Mr. Reddish idiioh is self-e^cplanatozy. 

We shall await your further advice and instruo- 
tions. 


fery truly yours. 


Supe rintendent 



October 13, 1^58 


MEMORANDUM 


TO 


I Mrs. Alina X. Sohjielder 
Superintendent 


BSOH I Ridiard L. Merrill, Assayer 

Marshall M* Reddish, Assistant Superintendent 


The undersigned subnlt to you the attached report upon conferences 
held with the Director's Committee regarding the new restatement of 
assay polity recently Issued by the Director of the Mint* 

Certain statements are made as to what ve think represent the agree* 
nents reached with the Director's representatives as to the necessity 
for clarification of the Director's policy* Following the statements 
are excerpts from the recorded discussions on the point* The eoi>> 
ferenoe, which was tape*reoorded in view of your absence, ws attended 
by Messrs* Tate, Nelsser and Ulggen for the Bureau and Messrs* Reddish, 
Merrill, La Foliette, Judge and FhlUppus ibr the Denver Mint* Messrs* 
Miller and Cray also partlcipeted during the latter part of the con* 
ferenoe* 

ue respectfully suggest that this report be forwarded to the Director 
of the Mint, together with a recocanendatlDn for clarification and addl* 
tlonal information* We assume that the samples from New York promised 
to US by the Director In his letter of September 2$ will be forthcoming 
Those samples will enable us to set up guidelines for the new policy* 

We would be less than honest if we did not say that it is our opinion, 
and that of Messrs* La F Uette, Judge and Gr^, that the Denver Mint's 
present assay reporting procedure provides sufficient material so that 
what has been paid for can bo recovered* In saying this, we assume 
that the Assayer is not to be held responsible for theft or ineffl* 
ciency in the operation of the Refinery* 







ROUGH DRAFT 


October 13, 1^56 
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1* Mr. Nelsser and Hr. Tate agreed that the policy of the Director 
of the Mint with respect to the Assayer’s responsibility, as set forth 
in hie letter of September 23, would not have to be put into effeet 
until samples are sent from the New York Assay Qffioe, together with 
other informaticm as to idiy and how the soientifie determination of 
fineness has been adjusted dowmiard by that office through "Assayer's 
discretion.* 

Mr. Tate t *14^11^ let me say it this way • we*re speaking of 
the exercise of judgment by the Assayer in reporting the 
assays in accordance with legal requirements, which do require 
that the metal be processed through the Refinery without losses•* 
Mr. Reddish I "All right. Mow, this is not a matter in which 
you are going to wait for determining the policy until your in¬ 
vestigation is over - is it? This is a matter thjt is now a3^ 
ready on record, this is a matter which the Director has set 
in writing, this is now the policy of the Mint Service. So, 
this policy is siq)posed to begin today with the deposits that 
we have right now, and on this basis, right now, Mr. Merrill 
is supposed to take these assays, as I understand it, after 
his men have determined, and he is sqpposed to apply some kind 
of reduction to them.* 

Mr. Meisser t "Again, this is not a question of reduction - it*8 
a question of application of judgment in order to protect the 
Thodted State*— 


Mr. Reddish t *But it results in reduction, doesn't it?* 







Mr< Mftisaw t "It results In a loMer report or assays on 
grads, m^artsd and unrsfinsd bullion. That Is the ssnss and 
substanos of It." 

Mr. Tate t "Marshall, you said this policy ^uld start today. 
This policy should have been in effect all tbs tiois beoause 
the law hasn*t dianged since 1873.** 

te. Reddish I "All rig^t. Then, am I ooireot in this? That 
as of right now - as of this moment -> since we have these in¬ 
structions, the Assayer is now under a burden to ajply this 
natter of discretion." 

Mr. Tatet "I wouldn't call it a burden. I would say that is 
what his Job requires hia to do, to report then the way the 
law tells him to do so." 

Mr. Reddish t "All right, then, I think that he Is entitled to 
esk you - he has assays going throu^ rigdit now - how much he 
wiU lessen, lower figure, reduce - I don't know how to come 
up with another tern for it. Just in my single way I know that 
we are trying to cut down the assay. That is, the intention of 
this is to out down the assay to tbs depositor. Now, hov is 
this Assayer going to do this? How much is he going to cut down?" 
tojjtetei «we dlseusaed thie very point at Mew Tork, and Dick 
will reoall that we said that it would be very difficult to say 
the Assayer will exercise his Judgment in regard to a oertaia 
amount. New, we did develop, as tie've said before, based on 
the statement of two Refinery operators, that if you report on 










■tniight Awragos^ you are not providing enou)^ mteriel to 
go throui^ the Refinery without losses* It would be difficult 
to say today • and we did say this in Mew Tork •> bow much Judg* 
leant should be exereisedf how auch consideration should be 
given to these various elenents to pemit then to go through 
the Refinery* You couldn't apply the same logio to two or 
three deposits in a row* I believe it*s just a natter where the 
Assayer has to use his soientifie kriOwledge« after he has known 
idiat is in a deposit • if it contains lead^ if it contains 
arsenic or sine* He knows that that» first of all^ can trouble 
the assay axid ha knows that it's going to give trouble when it 
goes through the Refinery«and therefore if he reports cn a 
straight average basls^ they can't get that much gold out of it*” 
Mr* Neisser t ”The question raised as to the amount to be charged 
on different deposits is one that will never be settled by any 
arithiietio coiqputation or any aeriea • any groi^lngs which dould 
be laid out on a graph or chart for the guidanoe of the Assayer* 
There are a thousand different situations to be enoountersd in 
the nonnal raoelpt« day to day^ of deposits* The Assayer has 
to use his own technical knowledge and skilly plus the informa¬ 
tion from the Meltar and Refiner in order to reach a decision in 
each case* Now, in thie special instance here at Denver, the 
Asaaysr recognising • or the statement having been made and ee- 
tabllahed here that it has not bsen the praetioe to do so In the 
past, it is certainly recognised that the Assayer today is left 
bare with regard to this| he is oau^t in a situation where he. 



8 lno« iM hat Mt bten exerolslng this kind of thing, ho do««n*t 
know quit# idwt to do. Tou havo aaktd for, and tha Olrtotor bat 
a xthorlstd, tho sanding of cartain dapoalt aanplM fron Maw 
York, with aecon^Muiylng Information raceived in tha deposit rooa 
and In the Assay Division as to what was observed and what kind 
of Judgment ratultad theraftom. That Information will be given 
to Mr, Merrill as toon at postible. In tha meantine, ha cer¬ 
tainly oxight not be expected to operate bare. The and of this 
situation rests in a fuU-soale Asta^rs Confierenoa when this 
natter oan be dlscuasad with all the Asaayers of the Itaitad 
States and they will be given an opportunity around tha table 
to discuss their asqparianoat." 

Hr. Raddlsh i "Mall, here it tha thing. Ibu have Juat said, and 
1 think that that is fair, that you agree that Mr. Merrill cannot 
begin this prooett of the discretion which results in a loNer 
assay until he has some measure, and I think you agree with that."* 
Hr. Melssert "This is the kind of measure that oan be developed 
only by Interchange of iaibnaatioo between Mr. Merrill and the 
other Aasayers of the Itaited States on a complete, fuU-soale, 
round-table-conferenoe basis, but it's obvious that we oan»t set 
ttat up to meet an jjnmediate deposit situation. Ms is authorised 
to, and may, if necessary, telsphone the Assayer at New lortc, 
be has xeoelved and studied tha saoqjles end the reports 
aooompenying those samples. If he has further questions on other 
types, there is no reaso n — — hs should be, and will be. It is igy 
understanding the Director will pe rmit him to oontaot tha Assayer 
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at law Ibrk by telaphone at any tlraa In this situation • or other 
Asaayars. I merely mention the New lork Assayer because he is 

with this situation and it would be easiest to so disclose^ 
that is, between them, what the practice under the law is, and 
X think that the siatter could be settled very rapidly with regard 
to the present deposit situation*** 

IfrjRodd^# "You've been on this subject and you've looked 
over these assays, and I know that you make assays yourself and 
are familiar with the scienoa. Now, you've seen some of theea 
assays, you know something about the mass melts, could you say 
any particular type of deposit that you would make a certain 
allowance for?" 

Mr. Neiseer i "I do not feel that, in view of the fact that in 
doing the assaying for the Director, it has ever been incuafcent 
upon me, from where I sit, to malre assays on low-grade, ur^arted 
bullion, under the present living situation in which we now are. 

The Bureau has done so extremely Infrequently, we have no staff 
in Washington for the performance of low-grade, unparted bullion 
assays, we don't do them, and it is my present position that it 
Is a natter to be settled by the Assayers of the United States 
who have the current responsibility in the matter, and X believe 
that it will be settled • again, I say • on a round*table basis» 

The Director will call a conference and all Assayers of the Thiited 
States will be brought around the table, and the doctora will be 
given a chance to examine every patient that they want to talk to. " 
Mr. Reddis ht "I think that's fine. Also, t.iou^, I would like 





to «8k Mr* Tate vhother he concurs with Fhll^ that as of 
rlf^t oow^ that our Assayert not having any guidelines as to 
how he Is going to cut these deposits down with a view to 
getting niore naterial into the Refinery* whether you agree that 
it is all rigiit until there are some guidelines developed that 
he oarry on as he is now?" 

Mr# Tate I "New Toxk has already been ordered • requested • to 
send the matorial out that was requested from here* and I think 
it certainly would be well for Dick to wait until he gets that* 
and go over it* then take it from that point*" 

2# lour oossnittee* headed by Mr# Tate* told us that it is unable 
to give us instruction as to how this ^Assayer's discretion" is to 
be exercised# (See exoexpt under Item No# 1#) 

3# A confusion exists aa to what transpired at the Hew Toiic confer* 
enos and idiat New York assay practices actually are# 

Reddlsfa a "let me ask you a question again because I went 
to be sure# I*m not an expert in the assay field# I*d 

to ask you this as a technical nantand as an Assayer# Represttit* 

f 

ing the Mint and knowing this imtter was under discussion, did 
the New York men say to you uhat they thou^t our assays were 
wrong?" 

They did not#" 

Mr# Reddish t "Did they explain the difference? Did they account 
for why they reported the first tijus a esrtain figure and again 
when they reassayed* that they came vp with the same basic deter¬ 
minations as you did?" 
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Mr* Marrlll l ^Thsy never znede any explanation of that at all** 
Hr* toddlsh t "One more queatlonf 1 see something there**•*•• 

>*Di they, on these reassays, ooitfixn determinations ubiob you 
made?" 

Mr* Merrill i "Yes*" 

Mr* Reddish ! "Was there anything said in the oonference by 
Mew York to indioate that they made allomanee or adjustment, or 
how they made it?" 

Hr* Merrill i "Wevor*" 

Mr* Tate t 'Excuse ms, let me say something* During the confer¬ 
ence there appeared so -« hesitancy on the part of the Nev York 
pe<q;)le to discuss the manner in idiiob the allowances were made* 
Mr. Johnson did admit to Wiggen and Neisser that he was making 
allowanoea, and during the afternoon of the last day, in summing 
up our conclusions, I did state to the Oonnlttee there that New 
York was making allowances in the application of their proofs, 
as I reoall* Let me add, I don*t know anything about assaying* 
But the New York boys did concur in this and of course the 
figures also, as I stated in suianlng iq) our ccciclusion, the 
ozlginal results indicated that allcwanoee had been Bmde and 
the Nev York Assayers did concur in the fact that they had made 
<^<^.1^atments or allowanoe s in the application of the proofs* 
Riil, do you want to say something on that?" 

Hr* Keiasor i "I oonflrm what Mr* Tate has Just said* It appears 


to me that for ths balance of the disoussion we ought to surely 
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talcM not* of tho dlfforonoo botwoon th* word, » •• roporUd 

and tho vord, •dotomtaatlon.* I novOd Uk. to oorwwt that th* 
dotormlmUon* «ud* by both how lork and ntmrar mf 9o ol*** 
aa to throw out any poaalbiUty of th*ri b*lag any ••rloua dif- 
f*r*no* in proo*duiwa of th* two tnatitutlon*. Xh* point of 
isau* h*r* r*at* in th* d*finitlon and ita vpXiootion to th* 
law aa to wtot oonotltutoa an Uaaay* on tho on* hand and a* 0 Ad» 
th* Mint** B»anlnR of tha word •dataralnatlon,* - aa*ay d*t*ndnaUon.« 
Mr. Hoddlah t «fcxcu»* *i. naturally, whan Mr. Morrill can* back 
from Kw fork, aa you oan a** alxwady fPo« what haa b**n aaid, 
that hla undaratandluf: aa to what w*nt oo at th* oonf*r«no* 1* 
not th* *anit a* your*, and w* war* wy lnt*r**t*d In th* raaotlon 
of M*w fork. Mow, do you r*oall, Mr. Tat* or Mr. I*i***r, Mr. Wli 5 g*n - 
I suoaa you wore th*r* too - do you r*oaU during th* tla* wh*n 
Mr. Tat* waa auanlng ig* and r*f*rrlng to Maw Xork*a aathod balng 
to ao«B adjuatnant in th* aaaay by ualng diacr*tion, do you 
nonXl, Mr. Tata, and any of th* other* of you, Mr• Merrill 
atopplng you ■owntarily and indicating that h* did not agra# 

with you?" 

Mr. Tata i "I**, I do raoall that very gpooiflcally, and as Z 
aald pzovloualy, tha Aaaayar had indicated that h* had ba«n nak- 
ing th* adjuatwenta • that'* tha proper word -> had boen making 
tha adjuatmanta in th* proof*. That »tat*ja«nt had not be*n made, 

X don't baliavB, in th* praaenoa of Diok MazTill, and it oould 
ba that up to that tine, Olok waa atiU oonpXetoly in th* dark 




fts to why the original assays had bssn so far apart and vhy tha 
rsassaysf without oorrsotlon^ had bssn so close tor^thar* 8of 
at that point when Dldc stopped mef 1 sald^ 'Dlok^ let's get 
back to the original results*' I think Dick will recall this* 

\^hen they were originally assayed^ when New Xork was low and 
Pemrer was high^ and 1 am referring to that • that that does 
Indicate to me that New Xork is making the adjustment* Do you 
recall that« Diok7« 

Hr* MerrUl i ”1 don't reoaU it just exactly that way* I asked 
boty Nr* Johnson and Mr* Lovdsek at that time if they were using 

I 

Assayer's discretion or whether they reported them on the arezage* 
They both stated they reported them on the average than *" 

Mr* Nelsser t '*let me say here that there is no question that 
both Mr* Johnson^ the New Xork Assayer^ and John Lovisek» who had 
been Acting Assistant, were extremely loathe to reveal to the 
Chief Accountant of the Bureau and the Chief Auditor the method 
by which this was being aocon^lished* There is no question but 
that It was definitely necessary for us in finding out the exact 
progress of the determinations made, to extract, as it were, 
the point at wliich this judgment was being exercised and tha 
raason ttierefor, and it was determined that in accordance with 
New Xork practice, the assignment of value to the proofs was 
being accomplished by the Assayer or his assistant after the 
determinations had been completed by the Assay men, and again 
1 say that tha Nsw Xork Asssyer and Lovlsek ware "loathe^ to reveal 

what was later established to have been a fact • that they evaluated 
that proof in such a way and frankly, so as to protect the 
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lhit«d States in receiving that particular deposit, taJdag into 
consideration those elements that they, or their representatives, 
had observed In the melting of the deposit, in the taking of 
the samples, in the appearance of the bars, in the assay proce* 
dures themselves, in idiat the assay men had reported to them as 
having been found or observed in the operation of the saioples 
tlffough the assay laboratory* Taking those things into oonsidera- 
tion, and, frankly, adding it to the piwf, and subtracting the 
sum of the tuo elements from determinations made, and on that 
basis at that point the Assayer exercised the judgment required 
under the 3av*<* 

Hr* Reddish t “Thank you very much, Phil* Now, we are coming 
right down to the basic point of the adjustments* 'As I understand 
it, I think that Mr* Tate and Hr* Neisser pointed out that the 
fact that New Yozk was making an adjustment or as to how they 
were making it was not given or explained to Mr* Merrill while 
he was back at New York* Now le that a fair statement? ^accuse 
me. Hr* HerrlU* Now, let’s take that* Am X correct in saying 
that while Hr* Merrill was back on this oonfcrence, he was not 
told by New York, or told how these adjustments would be made 
idilch New York is siaking to protect the Government* Now is that 
a fair stateiaent?“ 

Mr* Tate t In discussing this problem I recall that there seemed 
to be some doubt in Dick's mind as to what New York had been 
doing because, as I%11 pointed out, they didn't come out wi^ 




a olaar statonent and 1 balisTt I aen tt ooad pra^ioualj^ I dac*'t 
♦.hinic Dldc usdarstood ri|^ up untiX tba laat afternoon^ idwa 
I kind of auBBBd up what had been said up therei I did tml at 
that tlM that he did laklerstand that hev Test vaa i^dng allma 
anoaa tor these lov-grade aaterials that voold pecnlt than to 
be prooeased thxou!^ the Refinexy without further losses* M 
had a discussion alon^ these lines* Us talked about the fhet 
that If Denrer vas taking straight aseragea, there waa sot suf¬ 
ficient sllowanoe there, in our i^inioo, to perait that aeterlal 
to be prooeseed throuu^ the Reflnersr without losses* Qlek talked 
at that ttas about changliu? the ragulatiooa to aasa/ to tka half* 
ke kicked that around quite a bit and finallj d eci de d thet that 
wasn't a solution to the prdblns* Than wa talkad about the deair- 
ablUt/ of tewing the Director saj in the regulations that m 
Asssjer would aaks a oertain aUomnos on warloas cl e ss s a af 
nsteriil* Aftar dioeusainf: that point we Iklt that that waa aot 
a prt^r approach laeauea if you're go^ te sp el l out to tha 
Assajer ewarythiiu? that he should do, why ^ yeu seed sn Iseayur? 

.In other words, the Aseeyar is especfted to be a tasknl telly tiulsad 
person who will was his judgnant in swslwtlat these d^nsits 
in a nanaer that will protest the Oow nn s nt * I bellswe that 
at one point Dlek Mid that if hs wart lastcusted te he s^ ks 
would be willlBg te aake aiailar • sake allewassa - m he yst ls 
In the aaoner that we ted been hlaouasiag, and at that padnt t 
said, 'WtXl, I's su«fsstiag that yuu he it«' had at tks psdat 
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Phil apoke vqp In a sort of kiddlnc my and said, *VSall, Dick* 
you*vB been told to do it*' But then at that tii« he did say 
well* he would* I*m not sure that we Mentioned at that point - 
but anyhow* following; that discussion we have put out a statement 
idiioh has been mailsd to each Assayar settini^ forth the require- 
nents that they are supposed to follow to observe the legal re¬ 
quirements when they are paying for deposits* Now I did honestly 
feel that at the end of that disoussioo that Dlok had a clear 
understanding of what New York was doing* Now* if ha didn't* 

I'm surprised* but 1 will concede that it is possible that he 
didn't know* in fairness to Dick* There was a lot of sort of 
clouding of the issue in the early discussion*" 

Merrill t "I said* Fred* that 1 did have a clear understand- 
^ asked lovissk and Z asked Johnson* and they said they 
reported then on the average* I also asked Gardella and several 
out there* and they said they only reported on the average**•»" 
i»* This Mint has followed the present assay praetioes of reporting 
upon the basis of scientific detemination since the 1?20'8* 

Reddisht "Thank you* Fred. First of all* I would like to 
ask Dick Msirlll* Dldc* In your connection with the Assay Divi- 
alon* Uiich goes back to lS3k, wiU you teU mb wtother or not 
a practice has ever been snployed of using a reduction - an 
allowance, a discrstlon* a natter of Judgment* such as is sug¬ 
gested hers?" 

ife^Jferilllt "It never has. They have always been reported on 
the aritliastlosl average*" 

Wr. R.diil.1,1 .1 lU. to tun. to Mr. ta FoUotte, «te.. 







-X3- 

as I haw said befora, is ths Superintendant of Colnaga, Is, i n 
fact, trawandously Infonnsd, as everybody readily ooncadas, on 
aU phases of ths Mint Service, aho ws Prasidantlal appointee 
as Assayer fwm 25^33 to 19U», I believe, and who also during a 
period in the 20*8 was In our Assay Departanent. I would like 
to ask Mr. La Follette whether this matter of reduction, allow¬ 
ance, discrotlco or use of lud^jnent ma every employed by the 
Assay Division, to his knowledget" 

Mr. La Foll.**^-t*» « ”No* Mo discretion, judgment, or anything of 
the kind was applied* The assay procedures that were applied 
were as near to the correct technical practice as our knowledge 
of assaying and knowledge of what we knew was being done in min¬ 
ing industry under similar circumstances* The heart of the gold 
tffpsy procedure is proofing, end in order to make proof as nearly 
representative of the saaiple or samples that you are assaying, 
you have to have knowledge of tbs bullion - the type of bullion 
thtt It is. Ibu have to build a proof with the amount of gold 
In it that approximates the amount of gold in the sample and 
an amount of base, idiich is usually copper, copper affecting tha 
assay more than anything alaa, and getting that proof so that 
you will be able to get a correction to apply to ths assays 
representing the bullion in the same fineness with these proofs, 
and apply a oorraotion that is as near the proper correction as 
it is possible, with your knowledge, to arrive at* Then, of 
oouree, always having at least two men working Independently of 
each othar on samples, or on duplicate samples, and then applying 



ttM arithnitlaal «vtrtgt of your rooulte If thoy aro in wtiit 
you would oonaldor to bo a olooo rongo of ohooko^ and aftor 
applying that avorago to tho raaulta of oaoh man« oaoh man doing 
hit own oorrootion^ by tho umy^i on tho baola of hia oxporionoo* 
Judgnont and training in thia partloular laboratory^ and^ in 
tho oaao of gold^ roporting tho dotormination of tha dopoalta 
to tho nearoat ono quartor point in gold^ down^ novor raiaing 
a fraction to a hlghor roault - alwaya roporting down to tha 
noaroat quartor." 

Mr* Roddiah i "Imt roe aak you a quaation. lot mo oak you Juat 
ona more, boforo I forgot it. In oonnootion with thia weighing 
and tho allowanoo^ now^ aa Z undoratand it • aonmbody oan atraighton 
me out if 1 am wrong • that both of tho man who aro working lndo«* 
pendontly^ proauaably on thia allowanoo or Judgmont^ or whatotor 
it ia^ both of tham would hawo to oporato under tha aamo ruloa. 
lot mo aak you thlai So you know of any inatruotlona o-vor being 
iaauod to thoao man porfomlng tho woiidi-baoka of tho indopen- 
dont dotormination? Do you knowof any Inatruotlona hero over 
being iaauod to them to uao thoir Judgment?" 

Follottoi "There have novor boon any inatruotlona to uam 
'Judgment.*" 

jfr. loddiah t "Aftor they have made tho determination?" 

la Follettet "Only tha application of technical knowledge." 
2frj;_Rodd^i "After they had made thoir dotormination did yon 
over take thoir dotormlnatlona into your office •> or do you know 
of an Aaaayor who did • and then proceed to reduce it?" 
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Mr. Li Fbll^ttli i "No.*' 

Mr. Roddlih i "Or to 

Mr. U Follotto i "No.** . 

Mr. "Thank you vary much. I want to call upon Mr. waltar 

Judfc*! who la tha laaiatant Suparlntandant of Coining. Ha waa 
In tha Aaaay Division from 1^28 to - would that ba about 

right? •1 j3?" 

Mr. Judga t ••U3.*' 

Mr. Raddiah t "19l»3» and waa Acting Aaaayar part of tha tlwa, 
vara you? And, I would Uha to ask you, slnoa your aaqperlanos 
goas back bayond mlna, and bayond Mr. Marrlll*a, I would Ilka 
to ask you whathar you know of any praotloa In tha Danvar Aaaay 
Division to naka thaaa allouanoaa, or adjuatmanta, or dlaoratlona 
or judgmants • I don’t know how to term tham « I’n trying to 
'oovar tha aatarfront* on daflnltlona* Do you know of a prao« 
tloa of that kind?** 

Mr. Judga i "Mo, I do not." 

Mr. Raddlah t "Do you know of any « wall, Z think you hava answarad 
it, thara la no uaa In belaboring tha point. Naset thing I would 
Ilka to bring outi First of all Z would Ilka to ask tha oonmlttaa 
whathar thay ara satlsflad that Danvar has not followad this prao«> 
tloa of tha allowanoa or adjuatnant or dlaoratlon or Judgnant 
during tha period whloh thaaa man ara talking about. Zf you faal 
that thay hava, now la tha tlna to say so. Za thara any quaatLon 
that Denver has not used this method?" 

Mr, Malaaar i "Wk hava, of oouraa, tha statamants of Mr, NarrlU, 


Mr. La Follatta and Mr. Judge. The only avldantlal part of this 
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to dato iJ th* reassaylni; on saraploa at Now York* Within tha 
liflBlta of what we have^ I think wo muat aasuno at thla point 
that thero haa boon no exerolao of judrpnont, but that roroaina 
to bo proved with roftard to aampllnc; and teatinf; of bullion ro- 
coived and paid for during: that period. ” 

Mr» Reddiah t "I asauwe you haven*t any further queation* That 
ia my understanding* Aa second official in the Mint and acting 
for the Superintendent^ that la my understanding* Insofar aa 
ny own^ personal Inquiry in connection with this thing ia con* 

I 

comedy but I thought perhaps that I didn't know how to ask the 
question^ or something of the kind^ and maybe thero was something 
that I didn't know* So^ I think that now our people here have 
confirmed idiat we have thought . that we have not had this prae. 
tics of this allowance, etc*, that we are talking about* Now, 
at this point, then, I would like to say that it is the position 
of the Mint that the history of our Hint will disclose the fact 
that this allowance of which jou are speaking haa not been neoee* 
sary, that our method of assaying, as it has been disdoaed to 
you, has resulted, year by year, in the Refinery, in gains, and 
only when we get to do we find . now, I«m speaking of the 
period from 1P20 to 1955, only then do we find a loss and a very 
troubling lose, as we know* Now, that is our feeling* Our feel* 
ing Is that that has resulted in our present practice and the 
la we and regulations as they are carried out here, have resulted 
in gains, and for that reason we question seriously, and ask the 
Bureau to oonslder, whether one should change what one would 
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in tennis a *vixming one wiiiofa is good and vhioh evexy* 

(me has indicated that they have cjonfldenoe in here at the Mtnt^ 
to something different*” 

5« It la the oonsldered opinion of our tsohnloal expeirta who are 
most skilled in the field of assaying^ including Kr« Herrillf Mr* La 
fbllette, Mr. Judge and Mr. Grajp that the present assay praotioas 
at the Denver Mint^ under which assays are reported upon the basia 
of soientiflo determination^ are adequate proteeticm to the GoveroBient* 
These men have aluays subscribed to the principle that there is inhere 
ent in the present weighing and assaying practices at the Denver Mint 
a taking from the depositor of an additional amount of precious nstal 
and that these praotioes resulted in oontinual gains and no losses 
tram 1P20 through 15*5U* 

6. These teohnioal wm, and others at the Denver Mint, could, it is 
thought, if the new reatateoent of assay policy is teBpomrily sus¬ 
pended, submit (»natruotive suggestions which would protect the Oovem- 
nent against further unforeseen losses in Hefinsry operations. 



Oototer lUt 1^8 
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Mr* Lmrenee Robbina 
Aaslatant Seoretaiy 
U« 8* TrcMiaury Dapartaent 
WauhlngtoWf D* C* 




V/ 

■a 

I 

'J 


Dear Mr« Robbtnei 

Since you ware kind enouid^ to vielt our 

f' 

Mint and 8ho¥ an Intereat da our probleaif it bae 

/ 

r 

occurred to ne that you laighb like to see eurreiA 
copies of our eorrespondenee relatlee to the suh* 
deet* 




We hope that you may at some future tine* 
pay us another visit idien we can idiotf you our Mlat 
operations in greater detail* y 

r 

RespeetfuUyy 


f 


AKStns 



crricccir 

DIPWCTOM or TMt. Ml*rr 


TREASURY DEPARTMENT 

WASHINGTOt4 23 

Oetobtr 16, 1956 




3u!;ierlnt«ad«at, 
tJblt«d StAU* tfiat, 

D*nT«r 2, CeL»rA^« > 

Dvar MAdAJit ' 

I r«c#lTAd TOUT LtttAT of Octobor 13, 195® with jou 
wtcloaod A ■•■orAnda* fro« Hr# Morrill And Mr# Roddltb rAqoootlnu 
raspotuinn of ^ dlroctlr* of 3#ptoai>er 23rd ooncomlBg aaaaj procoduro, 

# 

Hr iatorott in thlo notUr 1* Ainplj to doUrnino wbottwr or »t 
th# taIooa proAontljr roportod by oAch Mint initlttition to no And by 
M to U># SocroUry ato ActuAlly protAnt And rAAorATAblo And to insuro 
toAt rAltlOA AC< 5 ulrod In tho fatar* Af* ro«OT*rAblA# 

To M th* Iaaua it 80 Ainpl* as to Adnlt of no nlAandorA t And ln g. 

I Mt forth In ^ dlr 80 tiT 8 th* r**tAt*n*ot of tb* 1 *«a 1 th«>r 7 And 
DTActlcAl ApplioAtlon o« th* AssA/ing proc*dur* in th* owluAtlon of 
d«po*lt». I CAnnot *•* how It eon b* ■AlntAlnod thAt poyneot Ahotild 
Md* on tb* ■Ath**!AtlcAl bAsla to a doposltor who giv** os ^Id 

,999 fin* And on* who gir** us gold .200 fin* with ■ntorlAl* cM^n*d 
tb*r*in which pr*T*nt an ACcorAt* asaaj and which it is known will 
cAus* A loss of awtal when r«fin*d. It was n*v«r int«nd*d that p*yn*nt 
for low grad* bullloo b* nsd* without dsductions and tdjmstnsifc*^^ It 
t»s D*T*r b**n th* practic* in any other Institution and if th* par*ly 
mthsantleal d*t*mlnAtlon, Awwaglng assaja which cannot by t b* w ry 
mtor* of th* s^>ct nattor b* Aceurat*, has alleys b**n followed, 

AS is cialnsd in th* Msaorai^ua, in your institution, tb«a th* mlu*s 
reported by you nsy not b* rocoTerabl* • 

Ubtil I t»T* th* conplst* report fron wj Coanltt**, which is at 
present at your Institution, but who** oonslderAtlon of this natter ha* 
been teaporArlly suspended for th* perfomeoc* of other duties for ne, 

I hsT* no further'CO9*wtxts'to Aak*. 

?«y truly your*. 


Diroetor of th* Mint# 
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DIfICCTOR OF THE MINT 


TREASURY DEPARTMENT 

WASHINGTON 2S 

October 20, 195® 
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Sup9rliit«od«iit, 
UniUd SUUt Mint, 
0«nT«r 2, OoloFftdo* 


*■ Ifm; r 


D«4r Madamt 


I am adTised that onljr a snail portion of th« taps 
recording of the proceedings of hqt Coondttee has been 
transcribed, because of a shortage of typists and steno 
grapbers In your office* 

Please fonmrd Inasdiately to this office by re¬ 
gistered air nail the eoaplete tape recording* We will 
send you a copy of the record after transcription* 

A 

^•Tj truly yours. 


Director of the Hint* 

9 
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Oetobtr Zlg 19S8 


AIM/OL 

DljTMtor of tfao Klai 
^rtiingtop 9 $, 0» C« 

Door Sirt 

8d<1o— d is s —orsnihi p rs pa ro A hf 

Ifr. Unrill ssd Hr. RoAUsh in idtlefa tte/ s» 
Bsot vpoKi joBT IstUor of Oetobsor ]£• Tki ■s«»< 
nmdai sppssrs to bs solf-«aq>]saitox7. 


fnjr trulgr y o c r i» 



Oot6btr 21j 1958 


>feHOHAtfl)UM 

TO t Mrs* Alnft X* Schneldsrp Sup«rlnten<teiit 

FROM I Richard L. Narrill« AaaaTar 

^flhall M» Haddiabt Aaaistant &iq>crlntaiidant 


Mi hi'va reoairad ooplas of tha Dlraotor'a 3attar to you of Ootobar Id 
and hava givan tha lattar our moat oaraful and thoughtful attontlon* 
Ua fUal that It ia poaslbla that tha Danrar Hint'a poaltion baa not 
haan nada claar to tha Olractor* Wi|| theraibra^ offar tha folloHlns 
in olariflcatloni 

1. It ahould ba raoallad that tha Naa fork eonferenea au* 
thantioatad tha basic seiantific dateminatlons of tha 
Detnrar Mint* 

2* Our prasant systan of assay reporting takas nora aaay 
fron tha dapositor than ba is paid for. Ma astinata 
tha affaot of raporting to tha Xoaar quarter point as 
taking from tha dapositor about 12^ ounoas of gold par 
100^000. Thus^ if wa prooass flva Million groas ounoas 
of bullion in tha Reflnsryt vs bars put into the Ra-> 
finery 625 ounces of js^old in axoasa of that paid for. 

3* In addition to tha aaount taksn avay fron tha dapositor 
by reason of the assay reporting^ thars is another fao- 
tor vhioh should ba considered in determining vhather 
it is tha Gosenoient or the dapositor that is being 
8bort-<hangad« Me refer to tha gains vhioh accrue 
through HwDsstaka dapoaita^ grains, bar reoovarias, 

Cottrell raooTorias and deposit sveeps and quarterly 
surplus bullion recoveries. All of t^iase represent 
gold vhioh vas taken fron the deposltora vithout pay* 
nent and which we reoovarad. Tor the list fiscal year 
we coognite the total of these items as 29U fine ounces 
of gold. 

If. An unanswered question iai Whet aaount of additional 
gold anst be taken frooi the depositor and put into tha 
Rafinajy In order to prevent Refinery Inases? In dla» 
cussing the proosssing loss vhioh night be expected in 
putting naterlal through the Refinery, it has been sug¬ 
gested that something in the neighborhood of 200 ounces 
would be raqulred. Such an amount does not, of couraa, 
provide for Inaffloianoy in opamtion or undiaoovarad 
theft. 
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5* W« fUal that th« pr«Mnt aystm of aosay raportlng pro« 

Tldaa ■uffieiant addltioxial bullion to covar nomal pro* 
oaaalnft loaaoa. Wo do not fool that anyono oxpoota tho 
Aaaajor to provldo at much aa 2,2$0 flna ouncoa of sold, 
which wuld haoo boon raquirod to oyeroona tha Rafinary 
diaaatar of 19$$ • 

Wo ahall ba yory glad to aubmit mora informtion on tha abova at any 
tiaa* Thara ia no quaation in our mijida that tha yaluaa in 
Mint ara roooTorabla by affioiant Rafinary opamtion* 
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Octobor 31, 1958 


MEMORANDUM 

TO t Mrs. Alma K, Schneider 

Superintendent 

FROM t Marshall M* Reddish 

Assistant Superintendent 

SUBJECT * "Origin and Effect of Legal Provisions Governing Payments 
and Charges to Depositors in Operative Wastages" 

During the course of the recorded conference with Mr. Tate’s committee 
during the week of September 29, Mr. Tate stated several times that the 
Bureau would be glad to consider any comments I might have with respect 
to the legal basis of the new assay policy. You have told me that he 
repeated this to you, saying again that he vrould like to have my ideas. 

I shall therefore comment on the Bureau’s statement sent to us at the 
time of the announcement of new policy. The statement is entitled 
Origin and Effect of Legal Provisions Governing Payments and Charges to 
Depositors and Operative Wastages . 

May I first point out that the Bureau’s synopsis deals with mi:red 
questions of law and metallurgy. A lawyer alone or a metallurgist or 
chemist alone should not attempt either to compose such a synopsis or 
to comment authoritatively upon it. It was with this viewpoint, there¬ 
fore, that Messrs. Merrill, La Follette, Judge and I have studied this 
synopsis and gathered together to discuss it. 

1, The Bureau’s synposis begins by partial quotations from Sec¬ 
tions l5, 19 and 23 of the Act of 1837 with respect to the receiv¬ 
ing and payment for bullion deposits. The comment is made that 
in 1837 it was comparatively simple to process deposits since they 
needed to have only copper added to make them fit for use in coining. 
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(At this point it should be noted that there is nothing in the Act 
of 1837 which requires that the Assayer shall foresee a loss of 
metal in some future refining operation. Neither is there any 
reference to any regulation issued under the 1837 Act which im¬ 
posed such a responsibility upon the Assayer.') 

2. It is further recited that shortly before I 87 O a new type of 
deposit containing base metal began to be delivered to the Mints. 

It appears that a wastage of silver in excess of the legal toler¬ 
ance occurred at the Philadelphia Mint in 1872^ as the result of 
which a committee was appointed to investigate the cause. The 
synopsis quotes from several places in this committee's report and 
it appears that their finding was that the wastage of -u nderl jQgg— 
silver was due to the base bullion being received. 

The committee stated that the base bullion was "difficult to 
manipulate during deposit melting and assay," that it "embarrassed" 
the accuracy of the assay and that the amount of fine metal indicated 
by the assay could not actually be obtained from the base bullion 
without wastage. 

(it is our 9|p|[||ppHimilb opinion that the difficulty being ex¬ 
perienced at Philadelphia was in melting^ that trouble was beirg 
experienced in producing homogeneous bars and obtaining concordant 
assays. Ws know that melting has improved during the last 86 
years and that our deposit melting room produces homogeneous bars 
from which concordant assays are made. We will agree that if the 
melting process in 1872 failed to produce good homogeneous bars 
that the assay was "embarrassed" and that a question arises as to 
whether more or less gold could be recovered than the amount for 
which payment was made.) 
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3* The 1872 committee pointed out that the New York Assay Office 
employed a more efficient melting procedure than the one at Phiila- 
delphia. They said that the procedure at New York was so good 
that a partial, if not complete, refining was performed during 
the melting process* The committee makes the point that the pro¬ 
cessing wastage during this deposit melting "refining” caused the 
"refining" loss to fall on the depositor. 

(It is our Denver legal-scientific opinion that the New York pro¬ 
cedure "beneficiated" the bullion in such a way that more exact 
assaying could be done. We doubt very much whether New York car¬ 
ried their deposit melting process to the point that all base 
metals were removed. It is our opinion that New York had developed 
an efficient deposit melting process along the lines that have been 
employed at this Mint for many years. It is our further belief that 
our deposit melting process does not result in any appreciable loss 
to the depositor. 

We should like also to point out that the wastage referred to 
by the 1872 committee at this point is that which occurs during 
a good melting operation upon the receipt of the deposit and not a 
speculative wastage during some later refining procedure,) 

I 4 , At this point the synopsis drops temporarily the matter of 
assaying and moves over into the field of weighing. They point 
out that New Yor]^ and Philadelphia do not agree as to whether deduc¬ 
tions should be made from the weight of depositors, 

(The synopsis does not show idiether regulations issued under the I 837 
Act authorized weight deductions.^ 


5* The synopsis now comes to the recommendations of the 1872 
Philadelphia committee upon which it is said the Act of 1873 is 
based* These recommendations were* 

(a) That the Melter and Refiner supervise and direct the 
mode of melting deposits with a view to e limin ating sub¬ 
stances which might cause "undue” loss* 

(b) That the Melter and Refiner be empowered to require 
assays and reports on the nature and quantity of "foreagn 
matters*" 

(It is extremely important that we analyze the recommendations of 
this conmission since the synopsis maintains that the Act of 1873 
was based upon these recommendations and that it is the Act of 1873 
which now requires that the Assayer foresee future refining losses 
and re<iuce the assay to depositors in contemplation of such losses* 
Certainly it is not necessai*y to labor the point that these re¬ 
commendations of the commission do not place any such responsibility 
upon the Assayer and it is difficult to see how they can be so 
construed*) 

6. Section 22 of the Act of February 12, 1873> is then quoted in 
part as follows* "That when the bullion is in such a state as 
to require melting or the removal of base metals BEFORE its value 
can be ascertained, the weight after such operation shall be con¬ 
sidered as the true weight of the bullion deposited* The fitness 
of the bullion to be received shall be determined by the Assayer, 
and the mode of melting by the Melter and Refiner*" 

(This section does not say that the Assayer nor anyone else shall 
foresee losses in a FUTURE operation* It saysj in effect* 
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(ai If the value of a deposit cannot be ascertained without 
melting, then it shall be melted and the after^elting weight 
recorded as the true weight© 

(b) That if base metals must be removed from a deposit before 
its value can be ascertained, that the base metal shall be re¬ 
moved and the weight after such removal shall be the true weight 
of the bullion deposited.) 

7. The synopsis also says, *The final wording of the section is 

obviously the result of the investigations made by Messrs. Linderman 
(the 1872 committee) 

and Rogers/since it embodies their recommendations." 

(Since the 1872 committee made no recommendation that any burden of 
foreseeing future refinery losses be placed on the Assayer, it is 
not suiprising that the Act itself says only that the “fitness of 
the bullion to be received shall be detenained by the Assayer." ) 

8 . The synopsis then quotes from a letter of the Secretary of the 
Treasury of February 26, 1873> wherein it was recommended that the 
deposit melting process should be sufficiently extensive as to eli¬ 
minate base metals so as to avoid loss in refining since the cost 

of bringing bullion to standard condition was supposed to be collected 
from the depositor by deduction from payment to him. 

(Again, there is no statement or implication that the Assayer must 
foresee some future refinery loss and reduce his assay to the de¬ 
positor in contemplation thereof. Only a deposit melting opera¬ 
tion is under consideration so far.) 

9 . The synopsis quotes Section 2^, which provides for charges to 
be collected from the depositor for converting standard bullion 
into coin, for melting and refining, for separating the gold 
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si-lTCr, etc., aDd that these charges shall coTer the acst, cot 
only of aeterlal, labor and use of ■achirery, t:«t also lOStlCZ. 

1C • Tbe synopsis then tells ns that the operatlczss required to bring 
bu lli on to sta n d ar d canditioii were those of parting, allcyicg 
casting and that the Secretary of the Treasury, in his letter of 
^73, dedaricg that wastages fjrca such operaticns were to be 
collected in charges frcM the depositor. 

( t is fair to note that tbe jvtJtonmi for collecting charges suf¬ 
ficient to coyer wastage apprectly applied to all of the operations 
referred to in Section 25, including jielting and HEFUCKG.) 

11. The synopsis then states that under the lfi3? let the refinieg 
wastage las bom by the depositor and that the Melting and Beftning 
lEstage ccTered only that which occurred in parting, alloying a»i 
as.>drg coin bars. 

(is pointed out previously, the refining wastage aider discussicn 
between the Acts of 1837 and 1673 was not that which would occur 
in s<*e future refining process, but it was that which was suffered 
as a result of a good deposit Belting operation. It should be kept 

Slid 

in Bind that what was being discussed at this point im the prefious 
one was an ingot Belting process.) 

12. It is argued in the synopsis that since the legal limit of was¬ 
tage was reduced in the Treasury bill presented to Congress in 1870, 
that this would not have teen requested if it had been necessary to 
provide inthe legal allowsnce for a wastage through refining, 

(The wastage in "refining" which was under discussion at that time 
was the wastage which should take place during the <^>erations in the 
deposit melting rooH.) 
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13. The synopsis then refers to the I 87 I 1 Mint Regulations, which 
provided for weight deductions setting forth specific percentages 
for various types of bullion and also authorizing the Melter and 
Refiner to make ”just and proper deductions on base gold bullion^ 
the object of these regulations being ”to protect the Government 
against the loss which it would sustain by crediting the depositor 
with the full weight of gold and silver bullion containing base 
metals other than copper," 

(It should be noted that the deductions authorized were merely de¬ 
ductions from weight.) 

II 4 , The synopsis continues as follows: "These deductions were un¬ 
doubtedly authorized as a practical matter instead of fxre refining 
in the deposit melting room.Jf." 

(No authority whatsoever is cited for the statement that these 
WEIGHT deductions were authorized to protect against a later re¬ 
fining process or indicating in what manner the deposit melting 
operations were being reduced. The statement slands baldly as an 
expression of opinion. Even here, however, the deduction discussed 
is not a deduction to be made by the Assayer, apparently based 
upon the opinion just expressed.) 

In the synopsis the following conclusion is stated: "The 
history of Section 22 of the 1873 Act establishes clearly that 
the wastage allowance of the refiner, which was reduced by the same 
Act below that of the 1837 Act, was not intended to cover losses 
incurred because of the impurities contained ip low grade bullion, 
but only the ordinary wastage incurred in processing previously; 
re fined unprted bullion , throu^* the operations of parting, alloy¬ 


ing, and making of coin bars.* The synopsis further states that 
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thls was the interpretation of the IB73 Act made at that time by 
persons responsible for drafting the Aot itself* 

(Again there has been nothing in the regulations nor any quotations 
from the people responsible for drafting the Aot which placed the 
responsibility upon the Assayer to foresee losses in some future 
refinery operation. There le no reference to any "refining” 
wastage with the exception of that which might occur in the deposit 
melting room and the opinion expressed in the synopsis discussed 
under Point Ih above, 

16, The synopsis quotes from the Director's report of I 88 O with 
respect to an unusual wastage at the San Francisco Mint which, it 
was said, was due to the fact that deductions had not been made 

from the weight of deposits, and then directing that deductions 
should be made, 

(Note that the reference is to a deduction from the weight of de¬ 
posits and not from the assay,) 

17 . The synopsis then quotes from the Director's report of I 88 I, 
expressing the opinion that the wastage could be in part accounted 
for by the loss of gold in removing base metals from unrefined 
bullion. The I 88 I report further stated that the extent to which 
this cause produced the wastage at the Mint was under consideration, 

but that sufficient inforroation iiad not yet been obtained to reach 
a decision, 

(There is no Indication in the synopsis that such information was 
ever obtained,) 

18. The synopals else refers to the Director's report of 1885 in 
which it wee explained that a surploe of bullion at San fianclsco 
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resulted from making deductions from base deposits and that San 
Francisco, in addition to making specified deductions, also per¬ 
mitted the Melter and Refiner to make deductions -after the Assayer 
has reported the base metal contained," 

(The authority given to the Melter and Refiner presumably was that 
of reducing the after-melting weight of the deposit. At any rate, 
the Assayer did not make the deduction,) 

1^, The synopsis states that Director Kimball, in 1887, took excep¬ 
tion to the deductions being made on deposits and stated that the 
law provided the legal allowance for wastage# 

2D, The synopsis argues that Mr. Kimball was wrong and must have 
been dissiiaded from his position since the 1888 Mint reguilations 
continued the provision for deductions and, it is said, also provided 
for deduction for -unavoidable loss in the removal of base metal,” 
(These deductions were still VEIGHT deductions. It is interesting 
to note that these weight deductions were resulting in sizeable 
gains at the San Francisco Mint, arbitrary 

deduction from a depositor in order to provide surplusages is cer¬ 
tainly nowhere required as a matter of law, and its propriety is 
open to question,) 

21, The synopsis recites the fact that the 1508 Mint regulations 
placed strict limitations upon the making of deductions in weights. 
(The last authorization for deduction in weight were stricken from 
the regulations in the 19U7 edition,) 

22, The synopsis refers to a revision in the table of charges of 
March 1, 1908, which provided for an extra charge fiar if a satis¬ 
factory assay could not be obtained without remelting and 
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■fcyg retreating^ and it is pointed out that any loss of metals du 
to this additional treatment was bom by the depositor. The per¬ 
tinence of this statement is not clear to us. It is certainly a 
known fact that gold which is lost to the depositor during the 
deposit melting process is recovered by the Mint. Surely it is not 
thought that the remelting of a deposit constitutes •refining” in 
the modem sense.) 

23. The synopsis refers to a provision in the 191D table of charges 
which provides for an additional charge where certain metals pre¬ 
vent a satisfactory assay and make it necessary to remelt and re¬ 
treat the deposit, 

(The same conment as under No. 22 would seem to apply.) 

2U. The synopsis points out that a providion in the 191 $ table of 
charges provided for the remelting and retreatment of material which 
failed to give concordant assays, 

(Same comment as under No. 22 above.) 

2$. The synopsis states that the last remaining provision for weight 
deductions was removed from the Mint regulations in 19li7> based upon 
experience. 

It is believed that this fact was lost sight of until just recently 
inasmuch as there have been many suggestions that deductions in 
weights be made on deposits since our large refinery loss in 1955. 
Presumably there will be no further urging for tiie continuance or 
resumption of this practice.) 

26. The synopsis states the following conclusion; ”The Assayers, 
in reporting their assays on materials which would show a loss in 
refining, make compensation through the exercise of their judgment." 


(In our opinion, which we hold respectfully, this is a conclusion 
for which no authority is cited,) 

27 o The synopsis then deals with a Congressional hearing in 1911 
during which the Director of the Mint explained tliat the Assayer 
in charge of one of the small assay offices had to purchase bullion 
in a such a way that he would not be "short in his accounts," 
(Surely^no one is suggesting that the Assayer at the small assay 
office was attempting to foresee a possible refinery loss at some 
United States Mint to which he would send the bullion he purchased. 
Is it not clear that tiiff he was interested only in delivering to 
the Mint as much gold as he paid for?) 

280 Several pages of the synopsis are then devoted to a discussion 
of the effect of changing the status of the Melter and Refiner from 
that of a Presidential Appointee to that of a Civil Service offi¬ 
cial, 

(We are not clear as to the p\iipose of raising and discussing this 
point,) 

29• After this discussion in the synopsis the following conclusion 
is stated, "The judgment of the Assayer, in determining that over¬ 
payment was not made to the depositor, superseded the prior forrral 
allowances for deductions," 

(Nothing is cited as authority for this statement, 

30, The synopsis has this as its summary conclusion: "In conclusion 
it is submitted that the laws intended to and do provide that the 
necessary wastage of precious metal incurred in refining a deposit 
be borne by the depositor at the time of and in connection with 
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the evaluation of the deposit for payment. The Assayer must 
exercise judgment in evaluating determinations made on deposit 
samples prior to establishing the assay figure to be reported as 
the basis for payment, so as to insure that no refining loss shall 
subsequently be borne by the government. In other words, the Assayer 
shall not report more gold or silver than can be recovered in the 
form of fine or coin bars; to do so would result in overpayment to 
the depositor and loss to the government. 

"The basic responsibility rests upon the superintendent and the 
Assayer of the institution. To paraghrase the words of Director 
Roberts, *The particular object of the head of the institution is 
to see that the Government does not get short in its accounts. He 
does not want to take advantage of the producer, and all that he 
desires is to avoid being short in his accounts.*" 

( It is respectfully submitted that no authority is cited either 
in the regulations or by statement of any responsible official 


SE at DEPOSITS Division 





1957 


1956 


1956 


1955 


1955 


1955 


RE4tIEIOHIIIQS 


tteit wo» 


- Fine Bars prodused in Dsposlt Malt Boos - Oet# 1958 


g j^gjgo ly — - 

ny Bursan repirsssnta^lYSS 


QalBS 


669 

670 

671 

672 

673 


616 


619 

570 

5» (569) 

?6« 

567 

57Ji 

573 

578 

571 

5p 

569 

568 
567 

57U 

573 

572 
571 

705 

706 

707 

708 

709 

710 

711 

712 


Uook W6lKht6 

wlfhts — 

- -- 

1>96U.66 

7,121.32 

U,738.00 

2,7U1.29 

U,293.59 

l,96l*.73 

7,121 J*3 
U,738.C^ 
2,71*1.31* 
U,293.63 

♦ .07 
•U 

.05 

.05 

.ou 

2 «8l8«81 

3,lli3.55 

2,721.88 

3,203.8U 

2,818.86 

3,11*3.62 

2,721.93 

3,203.90 

.05 

.07 

.05 

.06 

3,92U.66 

3,51*9.89 

2,382 J*9 
3,91i0^6 

3,921».72 

3,51*9.91* 

2,382.53 

3,51*0.i 

.06 

.05 

.d* 

.08 

3^162.91* 

1,192.76 

3,882.56 

1,972.53 

3^62.98 

1,192.78 

3,882.61* 

1,972^56 

.01* 

.02 

•08 

.03 

2,752.81* 

5,0U6.22 

3,20U,50 

2,701.20 

2,752.88 

5,01*6.29 

3i2Ql*.56 

2,7Qt.23 

.01* 

.07 

.06 

.03 

2,328.90 

382.01 

lil96.70 

1,91*7.85 

2428.93 

382.01 

1,196.71 

1,91*7.88 

.03J 

.0^ 

.01 

.03 

3,17l*;35 

2,lal*.98 

2,73l*.83 

2,397.95 

Ii975.37 

l,56l*.50 

1,951.50 

3,17U.23 

2,1*35.02 

2,73l*.a9 

2498.00 

1,51*6.1*2 

1,975.1*3 

li561*.51* 

1,951.55 

.08 

•01* 

•06 

.05 

.01 

•06 

.01* 

.05 
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CASH ^ DEPOSITS DITISIOt 
Ch«ek Weighings b/ Bureaa representatires of Deposit Bars* 

( 1957 ) 0^2 

Ko. 


Gain or 

Loss 


Henarksi 


9 

6Jt7 

6.k6 

♦ .01 



$63 

914 .U 

914.06 

03 • •lO* 

(.03) 

Env. with Grains 

9$h 

te.fS 

88.91 

.05 h *01 • 

(.OI4 

Ear .with siadlar 
nsterial. 

969 

«7.ia 

137.U0->plu8 swing 
•06 e .05 • 

(.01) 

w es es 

Emr. with grains 

708 

309.36 

•06 ♦ .05 < 

(.01) 

Env« with Orains 

22 t2^ 

-2 

652.83 

616«78 

652.614 

616.79 

♦ .01 
* .01 



2h3 

790.60 

790.60»plti8 swing 



2h$ 

7ia.91 

7I1I.92 

♦ .d 



2h6 

362.33 

362 .lit 

♦ .01 



251 

1314.62 

13l4.82-pl«8 swing 



253 

105.014 

li(^.0U«p3ns swing 



260 

128.72 

128.73 

♦ .01 



265 

750.56 

7S0.60 

♦ .02 



266 

723.10 

723.11«pliis 

swing ♦ .01 



267 

270.09 

270.09*plu8 swix^ 



266 

2614.60 

2814.62 

« .0^ 



269 

596.81 

296.&S-plits 1 .01 




swing 






-- 


Cl«l Ki B^oolts Dlwisl^ ^ ***• 


Remigblact of dopoolt b«ra to MIA 

; froduetlon F.Xear 1959 

1 

Bep* 

Ko. 

Aaaoy 

Mo* 

Booiiirt. 

Seale n* 

Addition in 

Oein «r Loee RenarkB _ 

127 

13U 

•9U 

•95 

« .01 

156 

I61i 

105 J|6 

bl5J>7 

♦ .01 - - - • Ear. containing .95 ©»• 
nleo. wterial with bar. 

159 

167 

1.09 

1«10 

4 .01 

161 

169 

3.06 

3.07 

4 .01 

163 

171 

•90 

.91 

4 .01 

180 

189 

1,317.70 

635.37 

702.31 

i;3i7.OT“ 

•> .02 Envelope with bar with .06 os. 
aaterial 

22li 

235 

1012.82 

Sb0.9S 

• • Ear. with .02 aaterial with bar. 

2U0 

252 

136.5b 

136.51 

;03 Ear. with .09 saterial with bar. 

295 

310 

6abaT 

60b.l6 

• loi Earl with .Oh os. with bar (This 
eoaslated of cat pime of hi^ 
grade naterial. 

315 

330 

bOTOO 

' i 

b07.19 

• .01 Bar. witii .Oti os. with bar» eon- 
aietlng of ball of fine gold ^ 
grain. 

322 

338 

1,218,87 

599;38 

6l8;97 

- .02 Ear. with .09 alee. pes. with bart 

326 

313 

2.Ill 

2M 

4 .01 


• *02 Bar* with *09 slse* pes* with bart 









NOVEMBER U.-19^8 


BARS REMOVED FROM VAULT "0« COMPARTMENT 8, FOR WEIGHING AND 
ASSAYING BY WASHINGTON COMMITTEE 


C21AINS BARS 1957 

#1 

#2 

#82U 

#893(2) 

#893(1) 

SINGLE DEPOSITS 1957 

#190 

#U59 

#U60 

#U76 

#U77 

#U82 


110.11 t *02 

85.33 / .01 
U89.97 .00 
U 65.81 .00 
327.57 //.Ol 

26.97 / .01 
283.U5 .00 
6U9.99 / .07 
609.1U .00 
61U.55 / .02 
536.70 / .01 


Sample for Assay »h7 

It ti It .3^ 

2 env. 

It It 


2 env. 


/ .15 


Total 11 Bars, 





NOVEMBER U« vl9^8 

BARS REMOVED FROM VAUDT "O” COMPARTMENT 8, FOR WEIGHING AND 
ASSAYING BY WASHINGTON COMMITTEE 


GRAINS BARS 19^7 

#1 110.11 

#2 8^.33 

#82U U89.97 

#893(2) U6^.8l 

#893(1) 327o57 

SINGLE DEPOSITS 19^7 

#190 26.97 

m9 283.U5 

#U60 6U9.99 

#U76 609.1U 

#U77 6lii.55 

#U82 ^36.70 


^ .02 Sample for Assay .U7 

/ .01 *• " " .35 

,00 2 env. 

.00 " " 

//.oi 

/ .01 2 env. 

.00 
/ .07 
.00 
/ .02 
/ .01 


Total 11 Bars. 


/ .15 
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Cash & Dapositf Mvltian 


17ov# hf 19^8 


^•-wlghlngf by Burtau reproa«ntatlTo«i 


CmAINS BAHSt - 1$$9 

Book Soalo 

Bar No* Wolghta Bolghto 

Oaliia 

• 

1 

U0,U 110.13 

♦ *02 


2 

8S.33 85.3U 

4 *01 


Rs-waighlji^s of Dopoait Barat 

(1957) 


Dap* # Asaay # 

Book Waifhi Scale Vaight 

Qaina 

82U 

m.9i 

U89.97 

0 (Swing) 

U60 

6la,99 

650.06 

♦ .OT 

lt76 

609 .lit 

609.lb 

0 (Swing) 

kflBxaat 

■aMaz 

SjUpSBElQEX 


hll 

£lb.S$ 

6lb.57 

♦ *02 

U82 

536.70 

536.71 

♦ *01 

893-1 

327.57 

327.58 

♦ .01 ) 

" -2 

b65.6l 

b65.81 

) 2 enrelopaB 
0 (Swing) ) 

190 

26.97 

26.98 

4 .01 

169 

283.15 

283Ji5 

4 *00| 
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Cirtctwr ©f thi Wat 
KsL^hiBStOA^ D« Cs 

Jl!»o Brett 

•>ui^ litur !• la »©pljr t« 
litter erf 3 ejrt 3 i*«r 2?., 1952| tel^grca of Ooicb.r 
5^ 1958 AAd tel«pbooi» r«<TU*«t cf Hoveabtr 3c 
Thi Asfiytf Dwifer 1* ©tpeti* afcklc4 
iAdt reportla# vMh msat© ^ teoordtno© ©1th 

Rule# end ll©aalitld«» of the Ittat horrle© 

*arf fOgulAtt’^e PoUoi** of t?i© T^lrvotor© 

f«rp truly jour* 


llokwrd 1 . ttMTlU 







TREASURY DEPARTMl, 

UNITED STATES MfNT SERVICE 


SUPt'HIN rCNOENT 

•C^ J'r^O S 1 A.E 3 M»NT 


Denver. 2. Colo. 
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r- 
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Nove.'nber 6 , 3 958 


•'.: o V. H, 


Tire^'.^r of the Mii*t 
Treasury Dsparta^nt 
WashjLngton 25, D. C. 


Daar Mr* Brett* 


Tc r^epor.se to your telephone request of 
Novo.iirer 3* I am repaying to yoor letter to Mto Merrii: cf 
St-pts/n>*«r ?}, 1958 and the attached ■Origin and Effect of 
legal ProvialonSj etCo* 

• * - t 

It has been fully studied*and anal/ted and ia uirfer^ 
<v0. io In discussing the* matter with Mr, Merrill, I beli<?v? 
t-rat he thoroughly andarstanfis your statemerteo I am sure 
h* 15 completely capable technically of carrying out your 

•'J 

pciir/o I am sore you can depend upon him always to exer- 
;i-j* wiiatever Judgement is permitted to.hii". under the law' 

^.nd r-gjlations’to fully protect tfce government in tA per- 
f oof hi a work. 


Sincerely, ’ 


Superintendent 


ms 






j 










HJMRAMDUH 


TO 


Mn* Ate K. SohnoldBr, SuperlntMidmt 



mCM t IfArilMll N. Rwldlsh^ AMlattnt Sv^ertotmteni ^ 

SUI^EOr • Th« Mw Stiftnt of AsMjr Polloy of th» Dirootor of tlio Wat 


Thlo Mooroadia io roapoctfOllx sutelttod la rooponoo to a roqnoot 
))j tho Dirootor and Asolotont Dirootor of tfao Mlat io Mohiagtoa that 
Z a\teit 07 rimm oe tho bow aUtonont of aoaoy polioy reoonUjr ia- 
oood b 7 tho Dirootor of tho Mint. I ahoold flrot liho to rowlow tho 
aituatioBt 

Mr. rrodoriflit Toto, tho Choiroon of tho Bnroav oowittoo at tho Oanvor 
lfint» prooootod to tho Doporiatandont and tho AoooTor a copj of tho 
Buroau wiro to hia of Ootobor 3» xoqnoatiag hia to ohtaia eor« 

taia lafbmatioa at Donwor with roapoot to tho now poZiej of 

tho Boroau of tho Mint whleh roquiroa that oaoayw on dapoaita bo a4- 
juotod downward. 

Mr. Tata twndod a wrlttan nonoraadoa tho oaao digr to tho Saparlaton* 
doat and tho iBoa/or aid roquootod a ropZjr to tho fbllowias two 
quootlonat 

1. Do Domror offloialo tadoratand thia otatoaoat and tfao 
prinoiida that a propor aoaaj will prterllj protoot 
tho O oo o jra w oB fo iatoroot whila otill prowidiae a 
fair rotum to tho dopooltor? 

t. If ao^ io tho AaaaTor oapabZa of aakiag and r^ortiac 

oite aaaaT? 

Donwor Mint offloialo waro aatooiahod to roooioa thia eoaooDnioatioQ; 
fm Mr. Tata aiaoo during tho oourao of a oonlOronoo tho four daps 
proriona Nr. Tata and Mr. Mo io a or had a g roo d that forthor iafbrwatlon 
would haoo to bo auppliod to tho Donror Mint bofhro tho now aoaaj 
poUoj oottld bo part into offOot. Turthor« Donoor Mint offloialo 
waro than raljing upon a lottor fm tho Dirootor of tho Mint of 
Soptoahor 85« idiieh praiood that oa wplo o of aarlcmo kindo of depo* 
Oita would bo aont to tho Donror Mint fm tho Now Tork teoj Offloo. 
Aaoaj loporto wort aloo to bo aont with tho aonploo so that tho Mow 
talk prooodaroo in oanjlag out tho OLrootoria aaaaj polioj sight bo 
uBod at gu id al in aa. Tho following is quotad fm tha Qiraotor'o 
lattari 



"Thi first ssntsiiQS (rsftrrlng to Dsnrsr*s tslsgvsM) ssks 
f6r ssnsOss froa Mm fork. Thsss viU bs fonmrdsd to 
IS osrij so posslbXi so thst jfDur soss/ doporlaont con oso 

tbin so -»» sThs isst sontsoos of yovae tolo* 

grsa indlostss tint vs Mould not giro yon soasthi&c sn^ 
ttasrsfors, you poroosat on vegtamtit thst you srs entitlsd 
to it, Us srs not holding bsok sny infornstlon trm you, 

Ws srs Msry snadous to hsrs this pzoblsB rssolrod,'* 

It is noM ths undorotsnding of Dsnrsr Niait efflolslSf sftsr tolojdioao 
oonmrsstlons irith ths Dirsetor snd Msistsnt l^lreetor of tho Mint 
in WSshingtoBf thst ths Burssu has dsoidod not to ssnd ths ssq;>3ss 
fktw Msv lortt or to furnish ths infOnsition for use ss guidslinss. 

Ths offieisls of ths Dsnvsr Mint srs fScsd vLtfa s dilsms. 

First of sll, thsy* bsllsrs that ths prsssnt ssssy iroosduros st tbs 
Dsnvsr Mint osrry out ths intsnt of ths Dirsetor's polioy in thst 
thsy protsot ths O o vs rn ss n t agslnst sny futors rsfinsry loss» provi- 
dsd thst tbs rsfinlng epsrstion is oondootsd sffioisntlj snd no tbsft 
scours. It is their bsllsf thst s new, sxbitrsry dsdnotion nsds frm 
dsposits Mould defraud dspositors by adding to noxnsl refinery sur» 
pluses• 

Second^ Dsnvsr offieisls rsoognias snd rsspset the authority of ths 
Dirsetor of ths Mint and it uss Mith an effort to gain infonstLon 
frosi ubieh ths Burssu's new ststsnsnt of assay polioy oould bs osrw 
rlsd out that the infomstion uss rsqusstsd as to Mom Xork proesdurss. 
Sines such infomstiem is not f>rthooaing« ms shall have to prsossd 
Slone to build up ths nsossaaxy sdsittlflo infomatiem so thst ths 
policy asy bs esrrisd out. The anst specifle answer idiieh Dsnvsr 
Mint officials een now glTS in rsaponss to the questions sidmlttsd 
by Ibr. Tats srsi 

That Denver offieisls do understand the policy snd sgrss 
omplstsly thst ths Govemaent stould bs pcotectsd. Thsy 
question the Isgsl basis of the policy and uhethar suffix 
dent InfoxBstion exists to carry it out^ but Mill carry 
it out as ths neesssaxy Inferwstlon ean bs obtsinsd to 
enable than to do so. 

Denver Mint offieisls further belisvs thet the Asssysr is 
oepabls of asking and reporting seasys seoording to this 
policy or any other policy sonunoisted by the Bureau^ ss 
MoU as any other Asssyor. 

HSTing indleated above thst ms question the legal theory on shioh 
ths DOM assay polioy is baasd^ it is only fSir thst ms aubait our 
rsssoos for questioning it, I hops shortly to propers a asaoiandiai 




on tte subjoet gi'vl&g mxr Timpolnt* 

Slac# ttm Si]p«rliit«ndeQt of tte Hint is undor a hM^ bond and «- 

la^tellavad that tha Saparintandant ahoold baaa offielal* lacal 
•dvloa apon tha fooiwilag poiAtai 

X* Slnoa tha aav atatasmt of aaaaj poUoj plaeas tha 
raaponalbllitgr apon tha Ammyr to praaant 
tha ntitmry loaaaa^ la tha Saparlntaodafit to ba 
d^rlvad la tha futum of tha txadltlooaX protaa* 

^kao affovdad bar thxou^ tha atatuta pxovldliic a 
laipl aXlaw&oa far mmUyt CartaliOp oro- 
taatlM ahoold not ba loot. It protaatad tha Sunar- 
iotandant d urin g tha 29 $S rafiaaiy loan and 

fif Sf J**! aoeoriad to 

tha Mint Sarvlea* 


2 . 


3 * 


kha Aaaajar to ba bald ^aap^tt>a1bXa fop loaaaa 
oecjtfPing thjwogh Inafficlant opazatlon of tha 
rafincry, waiiacloaad theft or any of the other 
raaam giaan to and aeoaptad by tha Sattlaaeiit 

**“ <«>«■«»* offiM ft>i- 

lowing tha Danvar xafinaxy loae of 19$$f 

Wnt ttn meUl rt^poortbUlty, If .ly, <toM th* 
m SMOM bjr rMaon of hi* logal nopon. 
aibiUty to pravant raflnary loaaaa? 


^ ^ Danaar Mint officials raapaet tha 

authortty of tha Dlraetor of tha Mint and will do thilp bast 

giaan thaw by tha Bureau of tha Mint. -««w « oa 

wamorandon la raapaotfuUy aubnlttad In 


Aaaiatani SuparintandanF 





t.'t ^ ^c- 

«* Silirrt 
I i; Oc 


f'^&X i« %a tc /tf'vr 

af ^*.|>t3sd«r S?'* ^ CXicta^ 

's 3c; 

T!» Atfa-jar i> CWtrtT 

zfifi au'iii I'tajL^ir tn «rlW 

Fv5-»# iTiil Kit.lofia rx thr i>a*Tlifc-= 

Hfi/ x'?^. 5-c*lXe^’ of t»» rirv i^cr© 



V«r;^ fftUrw 


filahaH L» kanrlX^ 


Momobtr 7# 





HfcJtQF>.yOUM 

TO I Mrs. Ainu X* Schntidtr 

S^parlntandint 

FROM I MmihaXl H* Rftddlah 

AMlatant Siip«rlat*ndMit 

SCBJECT t Tbs tfew SUtement of Atuy BoUogr 
of tho Olroetor of tho lUAt 


This mwotnadvoL is rospootfoUjr oubmlttodi in 
spoDso to a roquost during a raoant long dlatanca 
Ulaplio&a ocoivaraatloii bjr tha Olraotor and Aaaia* 
tant Olraetor of tha M2at In Viaahington that I 
Kibnlt agr vlaM c:; wm naw atataaant of asaay 
l^oUoy raoantly lasuad bjr tha Dlzactor of tte Mint* 

Affcar rarlaiiiDg tha Xattara twam thia effloa to 
tha Oiraotor^ Inoludlng Hbaovanda praparad by 
Hr* HerriU and oa^ and also tha vlaiai ajqpraaaad 
at tha tiaa tia oonfaranea with Mr. Tata*8 oomlttaa 
oaa reoordad, ato«» it appaara ttet than la Uttlo 
that I can add poraonally. 

Oaring tha couraa of tha eonfaranoa Mr* Tata in-> 
altad aa to aubalt ay trloMi mth raapaot to tha 
lagal thaory 1900 alileh tha nav atatenant of poUoy 
la baaad. Sln o a ha rslteratad tha stataoaat to na 
and told yon alao aavaxal tinaa tbit ha vonld Uha 
to hava rimn in thia ragard, 1 fOal that I liottld 
not ba ooaplA-taly cooparailva if Z did nat anbnit 
than. I hopa to ba abla to do thia. 

Aa atatad abova^ thia ■Morandtai io ra^jaatfaUy 
auhaittad in oonplianai vlth tha raqnaat of tho 
Oiraator and AaaiJitant Diraetcar of tha Mint la 
Uaahington* 


^aiatani siqNtrintradKrC 





Kovcnber 7# 


Director of the Mint 
khehlngton 2$, D* C« 

Dear Sirs 

Atts^ed le e inenorendm to ne prepared by 
Mr. Eeddleh idth reepeot to your new stat«aant 
of assay policy. This is the statement that 
you and the Assistant Director requested hi« 
to prepare during the course of a recent loi^ 
distance telsf^ne conversation with you. 

Very tmly yours^ 


Siq;)erlntendent 


Xorrcobor 7# 1^58 


MEICTUKDIIM 

TO t Mrs. Alan K. Schasider 

Superintendsnt 

msn t MsrshaU M. RsddlA 

Assistant Superlntendsnt 

SUB«)£CT t The Kev ^tstesient of Assay Bolioy 
of tha Dlraetor of ths Mint 


This leiiiQrandum la respectfully subBittad In ra* 
sponsa to a request durijig a raoant long diatanee 
telephone ocoxvarsation by the lUrector and Asalso 
tant Director of tha Hint in Washington that I 
submit agr Yieiai on the nav statajaant of assay 
policy recently issued by the Director of the Mint* 

After rayiaving the letters from this office to 
the Director^ including meraoranda prepared by 
Mr. Merrill and ne^ and also tha Tiem expressed 
at the tloe the oonferenoe with Nr. Tate's oonalttee 
was rsoordedy eto*f it appears that thers is little 
that I can add personally* 

DurLng the course of the conference Mr. Tate in* 
vited me to submit ay vieiis with respect to the 
legal theory upon which the new statement of policy 
Is besed* Since be reiterated the atateoent to m 
and told you also seTorel times that ha would like 
to hays iqr views in this regard^ I feel that I would 
not be oomplfctely cooperative if I did not sulmit 
than* I hope to be able to do this. 

As stated above^ this mnaorandum ie respectfully 
suhiitted in ooapllanoe with the request of the 
Director and Assistant Director of the Mint la 
Washington* 


Assistant ^uperintendanC 









TREASURY DEPARTMENT 

: , UNITED STATES MINT SERVICE 

Denver, 2. Colo. 

NoT«Nl>«r 12, 19Sb 

« 


Director of the Mint 
Weahtngtpn 25, 

D. C. 


^ar Sir?’ 


Value of ^ 01 x 1 holdings as of August 31, ly?h i^quested 
In your letter of September ?5, 1958 is as follows! 


lo ’^ine Gold (995 plus) 

2o lold Coin Bars (dV5-9l6) . 

3o Hnparted Bullion 
U. Other Goldt 

(a) Unrefined bars (896-99U) 

(b) Fine Deposits (under 995) 

(c) Cold in "D" SilverBars 


I 3/37,2B9,71d.<51 
1,960,2^5,30*^. *>7 

353,3U7,779.60 

• 

26,517,97rt.2a 
‘^,050,558.52 
— 1,779.26 


Total 


$ 5,981i,L53.12C.30 


Bullion Acconrt Current PaxanosAugust ’1, 1956t 


Less advances 


I 5,9dU,7H6,120.30 
' 333,001,00 

FT,m-;i;53,15^.3^ 



Very truly.Tom'S, 


Acting Superintendent 




^SH k DSFOSnS DlVISZCff 





UA2/58 


SortlopM with bun, ■uppltinBtiag inlfbt 
hLm* grtliMi bf biun Xicbb pw wil^blaf bo li « *• 

Flguroo •» bo annihor of onfolopoo oappllod by Ifr* T»to 
fM II b R roooK^t 

r* lour ys$i - - 1 

1952 - - > 

1^53 - - 1 

ly^U - 18 

1955- 13 > 

1956- 12 

1957 - 6 

1958 - 10 

1959 -6 


(Hr. Woodrow obabos bhio oraebioo in Tofuo at far back as 
ho was in M & R dlvlsioii) 


iBsbruebions now issnod bo Waighoro bo diseontlnoo praebleo* 
(Roissor sbatos bhab If bho occasion should arise whan a 
bar should voigh a brifla lighb, bho M 4 R vonld baro be 
bake ib as it W 


Nor. 22, 1958 


Mr. Roddith (Maaio.) 

From Fhilippot, 

Qraltts bftr for July 1957 

Qralns from deposits #85 thru 100 sad #102 of Jfa3j doposits 
more onittsd fr<M this bar. 

Thsrsfors, the JoJiyr bar vas short due to alsreadiag assay 
Boidiers for deposit numbers, sines closing ntoiber (100) assay 
muriber, corresponded to Deposit #8U. (August bar should hare 
been over proportlenately)• 

Possibility that omitted grains for July could hare been 
lost, or put, into K«graln material, which was subsequently 
reoorered when C-grains processed. 


ORIGIM AM) EPPKCT OF lEGAL PEOVIBIOBS GOreB MI»G PAIIgra 

—IST cHAfe^"~¥o fiiflWgoas’ aid ^agfeiTiiii’ lAgric^ 


Section 15 of the Jarraatry Ifi, 1637 Act proTidted tiiat wben bnllioD ws. 
deposited for coinage it should be veigjbed by the Ti'sesnrer aiid receipt 
given (.*pi'o^lded, that w^icn the bullion is in su<^ a state as to re<icirs 
nelting t»efore its raloe can be ascertained, the weight after nelting shall 
be considered as the true weight of the bullion deposited** , 




Section 19 of the Act of 1837 provided that fro* the report of the 
assayer, and the weight of the bullion, the Treasurer "shall estiaate the 
whole value of each deposit, and also the arount of the charges or de*» 
duct io ns if axiyj-®*" 

Section 23 stated that ■♦■the Melter and Befiner shall be debited with 
the standard weight of all the bullion placed in his hands, that is to say, 
with the weight of aetal of legal standard fineness which it will aake**** 

At the tiae of enactaient, payaent for deposits was aade in coin of the 
saoo aetal as the deposit, that is, gold coins for a gold deposit, silver 
coins for a silver deposit, and both gold and silver, if ooth aetals vers 
present in the deposit* The Treasurer bad "estljKited the i8u}le value of the 
deposit”, expressed as *so aany gross troy ounces of standard aetal”, in 
each ease* The Treasurer did not retom aore precious aetal to the depositor 
than cculd subsequently be produced in the form of "good coin bars* from, the 
deposit, in subsequent Mint operations thereon* In 16379 It was coaparatively 
siiqjle to "estiaate the whole value of each deposit”, since aost of the bollLoii 
being then deposited was in the fora of foreign gold coin, the reaainder 
containing, for the aost part, good copper base only* 

However, shortly before 1870, base bullion, derived chiefly froa ths 
region then conmonly known as "the base aetal region of levada” and later 
froa Utah, began to be delivered to the aints* During the years between 
1670 and 16||2 the aaount of this base bullion vastly increased* 

Settleaent of the accounts of the Melter and Eeflner at FhHadelphia 
in the Spring of 1872 showed a waste of silver in excess of that tolerated 
by law* Secretary of the Treasury Boutwell appointed Dr* H* E* Linderaan, 
a foraer Director of the Philadelphia Hint, and soon to beecae the first 
Director of the Mint after the establishBent of the Bureau, and Professor 
Robert £« Rogers as a Coaaittee to investigate the cause* 

Their report, dated July 25, 1672, and printed, pointed out in the 
first place, that the wastage was not due to dishonesty or incapacity or 
defectiveness in the processes eviployed, but that it had been caused by ths 
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condition of the metals used. They conducted extended expeni^ntal tests 
and an examination into the system of accounting to the dep^itor and 
tween the Mint at Philadelphia and the Assay Office at New York, as well asy^ 
the usage at each place in the matter of allowance deductions in the 
different weighings of bullion. The Committee stated that the tose buUlg g,^^^ . 
/being received was difficult to manipulate, that this was n^nif^ted ^ 
deposit melting and in the assay department, "ei^arrassiag ^ ' 

of the assay^Hf**" They established that at Philadelphia the first operation • 
wis simply to melt the deposit for the purpose of rendering it homogeneous 
in order that the granulation taken for assay might represent the average 'j ^ 

fineness. Very little purification of the base bullion was accomplished 
and consequently the Melter and Refiner necessarily received the bullion with 
a large proportion of its impurities. **To suppose that the a mount of fiP^— 
metal indicated by the assay represents the amount wM ch the Melter and i'* 

Refiner can actually obtain from it without wastage is an error; this w e .n'lo 
have conclusively determined©** They stated that because of the impurities 
I in this bullion a greater wastage must of necessity be incurred by the Melte^ i 
and Refiner than before the period >(hen this class of bullion came to be 
^ operated on© ~p 

However, **at the N ew York Assay Office the Melter and Refiner of that 
office, acting as the operative officer of the Treasurer in the deposit “ ^ 

melting-room, subjects the same kind of base bu l l io n to which we have alludedv^£ 
to a more sever e ord eal, for the e lim ina tion of bajse_Bietal§, than the simple ^ ^ 

melting with a protective covering of charcoal, as is done in the deposit y 

melting room at the Philadelphia Mint. As a consequence, the bars tr^s- 
ferred from that office to the Treasurer of the Mint, and by that officer 
the Melter and Refiner, are purer than those which are turned out from the ^ 
deposit melting-room of the Mint; the former being for the most part re¬ 
garded as in suitable condition for transmission to the Mint, only requiring 
the proper amount of fine silver to be added to bring them to the standard 
for coinage. 

“It is thus seen that at the New York A ssay Office, a partial , if not 
complete, refining is performed upon a portion of the base bullion before 
is credited to the depositor and charged to the Melter and Refiner of that 
officQ. The wastage accordingly falls on the depositor and not on the Melter 
and Re finer,“whereas,” at the Philadelphia Mint so small an amount of the 
impurities are removed in the deposit melting-room, that the wastage falls ^ * 

little upon the depositor, and principally upon the Melter and Refiner,« 



/ They pointed out that great care appeared to have been taken rt the 
( Assay Office in weighing parcels of bullion to prevent the Melter and ^ 

\ Refiner being charged with anything but the actual bullion. For this purposojbt^ 

/ d eductions were made which the commission considered quite necessary and 
[ proper. They said, however, that this practice did not appear to have been 
! observed at Philadelphia , the Treasurer-of that inslitution regarding ^ 

j Section 15 of the 18;^ Act as requiring him to credit the depositor with ^ . 
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/ the actual weight of the bullion after the deposit melt» 
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One of the recommendation s of the co i mtiission was that the Me Iter and 


f 

n. 



j Refiner should supervise and d i rect the mode ^ me lting depos its in the 
riii^sit melting TOonTwitTi a view tg the elimination of such saiisiance as 
{ might cause undue loss j as well as deteriorate the quality of the resulting” 
I bullion, and that he should be empowered to require assays and reports on 
1 the nature and approximate quantities of foreign matters* 

The Mint bill, which was to become the jAct of February 12, 1873, was 


>• 




then before the Congress* It had been compiled in the Treasury Department, 
largely by John Jay Knox, Deputy Comptroller of the Treasury, with volvaninous 
correspondence and consultations with Mint officials, past and present, and 
all other persons known to be conversant with the processes of coinage* 

The proposed bill had been transmitted on the 25th of April, 1870 by the 
Secretary of the Treasury to the Senate of the Iftiited States, and contained 
as Section 22 the identical provisions of Section 15 of the 1837 Act* 

However, on February 3, 1872 * the Secretair of the T reasury had recommended 
to the Committee on Coinage that an amendment be made by striking out all 
after "provided" and inserting "That the fitness of the bullion to be re¬ 
ceive d* and the mode of melting previous to assay shall be subject to the 
Jji decis ion o f the Me Iter an d R ef iner or Assayer*" ^ 

This section* as enacted in 1873* contained the following proviso * " that 
when the bu lli on is in such a state as to reqnire me lting* or the removal 0 .j 




of base metals, before its value can be ascei*tained, the weight, after such 
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operatioi^ ^hall be considerecTaT^tHe true weight of the bullion deposited* 

The fitness of the bullion t o b e rec eived shall be^jietennined by the assayer,!^'’^'' 
and t he mpde_ofjnelting by the melter and refiner^"* 

On April 9, 1872, Mr* Hooper of Massachusetts, in discussing the bill 
in the Congress had stated in regard to this section, "It provides that the 
fitness of the bullion to be received shall be determined by the Awsayer, 
and the mode of melting by the melter and refiner, -JH^-These provisions 
seem necessary for the protection of the government*" 

The final wording of the section;' is obviously the result of the in*» 
vestigations made by Messrs* Linderman and Rogers since it embodies their 
recommendations* 


In a letter dated February 26, 1873, ( two weeks afte r the passage of 
the 1873 Act ), to the Director of the Mint at Philadelphia, the Secretar y 
* of the Treasury statedi 

' V desirable that the refining of bullion containing base metals of 

character or proportion rendering it unsuitable to be credited to the de- 
h Positor without deduction for loss in refining, should be done as far as 
^ practicable i n connection with deposit melting ^ and this for the reason 















































U \ tiuit the 25tii Mctloo of the nev lay roqolreg tbe ordioarj wagtagt 
ijBcixlant to tbe opemtion of bringing bttlUoii to stajidard eondltloB^ 
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be i ncluded in tbe estlnate o f charges to be paid cj the depositor** 

» Section 25, referred to in this letter, proTided as follovss ■Tbat 
the charge for coxrrertlng standard gold bolliCT into coin shall be one 
fifth of one per eenton; and the charges for conrerting standard silrer 
into trade hIo liars, for nelting and refin ing vhen ballion is below 
standard, for toughening when wetals are ecn^ained in it lA-tf!}-. 
it vnfit for coinage, for copper used for alloy when the bullion is 
aboye standard, for separating tne gold and silyer w nen these metals exist 
'iCV together in the bullion, and for the preparation of bars, srAll te 

^ from time to time, by the Director, with toe conccrrence of the Secretary 
of toe Treasury, so as to equal but not exceed, in their Judgment, the 
actual arerage cost to each mint and assay office ^ the material, labor, 
ittst age, and use of machinery emplsjjed in each of the cases aforementioned*• 

I * The operations required to bring good bullion (that containing little , 
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base other than copper) to standard condition werej 

V 


// r 

r\ 
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Separating the gold and silyer, (by means of acid 
parting) when these metals existed together in tbe 
bullion* 

Alloying to the standard coinage eojoposition, and 
casting into coin bars* 






//- 



The ordinary wastage, to which tbe Secretary referred in his letter, was 
the wastage incurred in parting, alloying, and casting into coin cars* 

The refiner, under the 1&3J let, was charged only with the weight /t 

of standard metal which the deposit would make* The refining wastage, 
therefore, was borne by the depositor, and the M & R wastage covered only 
that Incurred in parting, alloying and making coin bars*__3ecaus€ of ^ ^ 

technical improyements in those processes, tbe legal limit of wastage * ^ . 

was reduced in the draft bill presented to the Coi^ress in I87O* Bad it y 1‘ 
been the intent of the officials who drafted the bill or the Congress 
which considered it to include in the Me Iter and Refiner* s wastage allow—^ 
ance losses incurred in refining deposits to reiaoye base metals, a re¬ 
quest would certainly have been submitted, after the extent of these 
losses had been determined by Dr* Ltnderaan and Professor Rogers, that 
this allowance be increased rather than diminis hed^ Instead the pro¬ 
vision contained in the draft was allowed to stand* 

The l57lt Mint Regulations, in carrying out the provisions of 
Section 22 of tbe 1873 let, provided that the Helter and Refiner should 




















supervise and direct the mode of melting deposits in the deposit melting 
room and that the weight after melting and deduction should be that with 
which the depositor should be credited, and the Melter and Refiner 
charged, by the Superintendent* The Melter and Refiner was also em-* 
powered to call upon the Assayer before and during the operations of 
melting to make any examinations necessary to determine the gold and silver 
and the character and approximate quantities of foreign substances asso¬ 
ciated with them* Weight deductions were allowed as "compensation for 
unavoidable loss in fitting bullion for deposit"* Specific percentages 
of weight deductions on certain types of bullion were set forth in the 
regulations. However, in addition, the Melter and Refiner was authorized 
to make just and proper deductions on base gold bullion* It was stated 
that the object of these regulations was "to protect the Government 
against the loss which it would sustain by crediting the depositor with 
the full weight of gold and silver bullion containing base metals other 
than copper*" These deductions were undoubtedly authorized as a practical 
matter instead of fire refining in the deposit melting room as suggested 
by the Secretary since the continuing of fire refining operations in the 
course of the melting of a deposit, to the extent necessary to produce 
refined but unparted bullion "suitable for coinage*, gave excessively 
high volatile and slag losses of gold and silver, borne by the depositor* 

On the other hand, the wastage incurred in operations on such bullion in 
the refinery was not as large for the reason that these processes largely 
consisted of acid parting rather than fire refining* This was to the 
advantage of the depositor. 

The history of Section 22 of the 1873 Act establishes clearly that 
the wastage allowance of the refiner, which was reduced by the same Act 
below that of the 1837 Act, was not intended to cover losses incurred be¬ 
cause of the impurities contained in low grade bullion, but only the 
ordinary wastage incurred in processing previously refined unparted bullio n, 
through the operations of parting, alloying', and making of coin bars. 

The interpretation of the pertinent sections of the 1873 Act, made 
at the time of its enactment by the persons who had been responsible for 
the drafting of the Act itself, would seem to be governing* This inter¬ 
pretation was concurred in and followed by succeeding directors* 

In the Director's Report for 1880, (P*13) the Director (Horatio C* 
Bxirchard) says in regard to the San Francisco Mint: "I made careful in¬ 
quiry into the unusual wastage of the melter and refiner, and found upon 
examination of the character of the deposits and a comparison of the 
fineness of the bullion of the last with the preceding years that the 
amount of low grade and refractory bullion had largely increased withou t 
any deduction having been nade from the weigh t of the deposit for the 
protection of the government, as authorized by^he instructions * 
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"I directed that hereafter deductions should be made on unusually 
base deposits of gold or silver sufficient to cover the probable and 
unavoidable loss on such bullion*" The wastage was $^, 2^8082 in gold and 
$21,706*69 in silver, with a $l 6 , 973 o 38 loss on sale of sweeps* 

In the report for I 88 I, in commenting on wastages at San Francisco 
which, although far witjiin the legal limits, were heavier than the usual 
loss, the same Director stated (P«12)i "The melter and refiner‘s 
wastage at the San Francisco Mint can, in part, be accounted for by 
greater deposits during the year of brittle, fine gold bars and unrefined 
gold bullion, containing refractory and volatile base metals, in the 
elimination of which loss of gold is a frequent, if not a necessary, 
consequence. How far this cause has operated to produce the wastage 
of that mint is under consideration; but, as yet, sufficient examination 
and analysis have not been made of the records and transcripts obtained 
for a comparison of the character of the deposits and the methods of 
weighing, assaying, and reporting the fineness of gold bullion, with 
those of previous years and of other mints and assay offices," This 
wastage was h 0 $ of the legal limit, $1,229 in gold and $2,U98 in silver* 

The 1885 Direotor*s Report (James P, Kimball) contains a report 
fi^sm £* Oo Leech, Computer of Bullion in the Director's office (who later ^ 
became Director) concerning a surplus of bullion at San Francisco which, he 
stated, arose in part from very careful and economical working of the 
precious metals and from allowing deduc tions mad e from base deposit s* He 
said that in addition to the specified deductions on certain silver de^ 
posits "Deductions are also made for his benefit on base gold deposits, 
not according to any regular schedule but from a personal inspection by 
the Melter and Refiner of the deposit, after the Assayer has reported 
the base metal contained* " If 

However, in I 887 , Mr, Kimball took exception to the practice of ^ 

allowing deductions. Director Kimball then felt that the allowances on /jv*' 
entries of bullion were not uniform in the mints and he stated* "In y 

the course of comments in the present report on the same subject—*that 
is, of gains in the operations of melting and refining, in which an 
operative loss, provided for by law in the form of a legal allowance for 
wastage, is essential to the process employed—occasion was taken to 
point out the prevalence, at more than one of the mints, of a practice 
not sanctioned by law, namely, of including in allowances on bullion 
(deposited or received on purchases) for mechanical impurities such as 
sardage and moisture, a margin sufficient also to cover metallurgical 
losses, especially such as unavoidably arise from volatilization in the 
case of silver, and to a minor extent in the case of gold when alloyed 
with certain volatile metals*'" 




3 / The surplus was 1500*667 ounces of gold, 5,212*05 silver* 







Mr. Klaball was, as has bean demonstrated, wrong, and he was dis¬ 
suaded from his position, for the 1888 Regu]a tions issued by him con¬ 
tinued the provisions for deductions, as did those issued in I89O by ^ 

Edward 0* Leech who then had become the Director. Under these Regu¬ 
lations, the Meltor and Refiner at ar^r of the coinage mints or the Assay 
Offloe at New York, if he had grounds for questioning the fineness of 
any deposit which was reported by the Assayer, could report the circum¬ 
stances to the Superintendent who was to reorder an assay of the deposit 
and prescribe precautions for verification* These Regulations also 
contained provisions for deduction for •’unavoidable loss in the removal 
of base metal*. U/ 


'I 


In the 1908 Regulations, while deductions in weight were still 
ii2_2.owed, they were to be made only in extreme cases of bars carrying base 
metals, where “after melting they show specific adhesions of foreign 
substances that can not be removed by hammering, brushing, or other 
methods of cleaning.“ 


The Table of Charges, effective March 1, 1908, however, states, in 
item U “Charges under this head must be imposed as prescribed in 
Section 1, Article 6, of Rules and Regulations governing Mints and Assay 
Offices taking effect March 1, 1908.'' Article 6, of these Regulations, 
headed “Extra Charges" referred to base gold or silver bullion containi^ 
certain substances “in amounts sufficient to make it impossible to obtain 
a satisfactory assay“ and required that the bullion, at the discretion 
of the superintendent, be subject to an additional charge equal to the 
cost to the government for remelting and retreating "by the deposit 
melter“. Obviously the weight of such deposits was reported after the y 
had been remelted and retreated, so that the loss of metals inherent in 
the remelting was borne by the depositor. This is emphasized by another 
sentence in Article 61 "This cost shall embrace labor, fuel, and 
chemicals, a memorandum of which shall be furnished the Issayer, who will 
add the amount as an item in his report of the ordinary charges". 


The July 1, 1910 Table of Charges contains the following paragraph! 
•Bullion containing one or more of the following substances, viz: Iron, 
lead, antimony, bismuth, tin, arsenic, zinc, or sulphur, in amounts 
sufficient to make it impossible to obtain a satisfactory assay, shall, 
at the discretion of the superintendent, be subject to an additional 
charge equal to the cost to the Government for remelting and treatment 
by the deposit melter". 

In 1915, this provision covered all deposits which failed to give 
•concordant assays", and required the return to the depositor of impure 
deposits which failed to give concordant assays on the second melting. 

U/ The 1888 gain at San Francisco was 1,103 ounces gold, 1,216 ounces 
silver; In 1889 it was 1:61 gold gain, silver loss I6I ounces; 1890 
gold gain 638 ounces, silver gain 222 ounces; 1891, gold gain 8O6 
ounces, silver gain 1,57^ ounces. 
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The formal deductions in weight allowed by the z^gulations were 
abandoned as such in 2 .9hl because of experience gained in operating upon 
bullion ccntaining base metals* The AssaTers* in reporting thp-iy a«say« 
on ma teri ^!^ which w ould show a loss in refining^ make compensation 
through liie exercise of their judgment* , The~ current Table of Chaiges^ 
nowever, continues the provision for remelting deposits in the deposit 
melting room and all deposits requiring "excessive trealaient" are subject 
to extra charges* 

The Assayers in charge of the small offices, who had no statutory 
wastage allowance and idiose bullion was forwarded to another office, were 
careful, in reporting assays, that the credit given to the depositor 
would not exceed that wiiich the mint would give to them* This was ex— 
plained to a Congressional Committee by the Honorable George S* Roberts, 
then Director of the Mint on May 11, 1911 as follows* 


"MR. ROBERTS. If there is a gain, it accrues to the Governmentj 
but the differences are slight, and they cominonly 
offset each other* Usually in the course of a year 
the assay office will come out ahead, because the 
assayer in charge of that institution will not allow 
himself to be short* He takes care of himself and 
sees to it that he is on the safe side* 


MR* GARRETT* The responsibility rests on him? 

MR. ROBERTS. Tes, sirj if he paid out more money than this 
bullion amounted to when it reached the mint 
he would be short in his accounts* 


MR. GARRETT* Then the loss would fall on him? 


MR. ROBERTS. Yes, sir* 


THE CHAIRMAN* He is instrumental in fixing the value of the 
bullion and is responsible for it* 


MR. RCBERTS* He keeps his assays down so that he is on the safe 

side* Before the close of the year he knows whether 
he is ahead or behind. 


THE CHAIRMAN* Suppose the assayer at the assay office holds it 
down too low? 


Then the depositor loses and the Government is ahead* 


MR. ROBERTS. 











’‘THE CHAIRMAN. There would be no way for the depositor to 

get back the amount of the difference? 


MR. ROBERTS. 


No, sir; he is paid for his bullion, accepts 
it, and has no knowledge of any subsequent assays. 


THE CHAIRMAN. That closes the transaction between him and the 

assayer? 


MR. ROBERTS. Yes, sir# 

MR. LOBECK. The particular object of the assayer at the local 

assay office is to see that he does not get short 
in his accounts. He does not want to take advantage 
of the producer, and all that he desires is to 
avoid being short in his account? 

MR. ROBERTS. That is all, and the differences are very slight." 

Prior to 1912 the Melter and Refiner was a Presidential appointee 
independent of the Superintendent and of the Assayer and as a constitu¬ 
tional officer he was the insurer of the values in his custody. Unto 
these circumstances It might be argued that he was entitled to greater 
protection than the present superintendents of Melting and Refining wo 
are civil service employees bonded only for the faithful discharge of 
their duties. 

Such thinking would represent a misconception of the purpose of the 
allowances. These allowances were for the protection of the Government, 
not of an individual officer. The safeguarding of the Government against 
overpayment, exercised in the Assayer‘s department and in the after melting 
weighing in the Deposit Melting Room, is as essential now as it was then. 
There was no intention, at the time the change in the status of the 
Melter and Refiner was made, to eliminate any of the checks and balances. 

The same Director, George E. Roberts, quoted before on the subject of the 
small assay offices, in the same hearings on the same date informed the 
same committee that he would like to see the presidential appointment 
of the Melter and Refiner and of the Coiner eliminated and would like to have 
these people appointed by the Superintendent. He felt that these officials 
were more independent of the Superintendent than they would be if appointed 
by him and that consequently the organization was not as effective. He 
stated that the original necessity for the different departments was that 
they were dealing with great values and that such an organization would 
make it more secure in that one would be a check against the other. He 
sUted that he would not disturb the checks at all, but wished only to 
increase the efficiency of the mints. No change in the Assayer*s status 
was suggested, as that officer must approve all payments for bullion by 


the Sij^erintendent and it was thought wise to leave that check* 

In testifying before the sub—coimaittee of the House Committee on 
Appropriations on January 30# 1912 regarding the provision which 
abolished the positions and substituted superintendents of the depart¬ 
ments, A* Piatt Andrew, Assistant Secretary of the Treasury (who had 
been a Director of the Mint) stated that the administration of the 
Mint had been more or less msatisfactory because the Siq)erintendent 
of the Mint had only nominally been in charge of the institution since 
the Assayer, the Melter and Refiner and the Coiner were coordinate 
officials* He stated that this had been a source of friction and of 
maladministration and involved a division of responsibility, which they 
wanted to get rid of* In testifying before the committee Mr* Andrew 
said in regard to New York: "We propose there a superintendent of melting 
and refining in place of the melter and refiner, with a salary of $3,000* 

I do not feel th^ that is at all excessive, as the position requires 
a thorough expert knowledge* Me have, as you know, adopted in all of 
our mints an electrolytic method of refining, which requires scientific, 
technical knowledge* It is a position also of great responsibility, as 
that is the one part of the service where it is difficult to safeguard 
the gold"* 

Although the Director of the Mint had recommended that the superin¬ 
tendents of the operative departments be appointed by the superintendent 
of each institution, the Treasury Department did not agree, and the pro¬ 
vision sulmiitted by the Secretary was that th^ and all other assistants 
and employees be appointed by the Secretary, "upon the nomination of the 
principal officer in ctiarge of said Hints and Assay Offices, and the 
recommendations of the Director of the Mint*" The appropriation committee 
eliminated the quoted phrase and left the appointments with the Secretary# 

With the new status of the heads of the operative departments, the 
Assayer remained the only check upon the Superintendent in making payment 
for deposits* The Superintendent of the Melting and Refining Department 
could require a re-assay on anything that he considered to be overvalued* 
The judgment of the Assayer* in determining that overpayment was not m ade 

to the depositor, superseded the prior formal allowances for deductions* 


The provisions of the Act of 1873 have not been changed in any other 
particular here pertinent, and are still the statutory provisions under 
which the Mint operates* 

In conclusion it i s submitted that the laws intende d to and do pro¬ 
vide that the necessary wastage of precious metal incurred in refining a 
deposit be borne by the depositor at the time of and in connection with 
the evaluation, of the deposit for payment* The Assayer must exercise 
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judgB;«nt in evaluating determinations made on deposit saaples prior to 
establishing the assay figure to be reported as the basis for payment, 
so as to insure that no refining loss shall subsequently be borne by 
the government. In other words, the Assayer shall not report more gold 
or silver than can be recovered in the form of fine or coin barsj to do 
so would result in overpayment to the depositor and loss to the govern¬ 
ment. 


The basic responsibility rests upon the Superintendent and the 
Assayer of the institution. To paraphrase the words of director Roberts, 
•nhe particular object of the head of the institution is to see that 
the Government does not get short in its accounts. He does not want 
to take advantage of the producer, and all that he desires is to avoid 
being short in his accounts." 


1 . Early deposits required no refining. 

a. So there was no refining loss. 

b. Legal loss tolerance didn*t have to cover a refining loss. 

c. Legal loss tolerance covered parting, alloying, etc. 

2 . Base deposits required additional processing. 

a. A silver loss occurred at Philadelphia. 

(1) 1872 committee blamed base deposits. 

(a) Committee found Philadelphia made no weight 
deduction and questioned legality. 

(b) Found Philadelphia assays "embarrassed.” 

(c) Found Philadelphia merely melted and cast 
deposit. 

(2) Committee found New York partially "fire refined" 
during deposit melting. 

(3) Found New York made weight deduction. 

(h) Found "refinery" loss fell on depositor in New York. 

b. 1872 Committee recommendedj 

(1) M & R supervise and direct mode of melting to 
eliminate substances that might cause undue 
loss (fire refining). 

(2) M & R empowered to require information from 
Assayer as to nature and quantities of base 
components. (Presumably to enable someone 

to make some kind of deduction. However, author- 
ity for a deduction not requested.) 

3 . Treasury Department submitted Mint bill to control situation. 

a. 1870 draft made no change in deposit melting and 
receiving procedures. 

b. In early 1872 (before I872 Philadelphia loss) Secretary 
of the Treasury recommended to Congress: 

That fitness of deposits and mode of melting 
should be decided by M & R or Assayer. 

(Treasury apparently made no recommendation follow¬ 
ing report of 1872 committee.) 







U* Act passed February 12, 1873 - Section 22 provided 

a. That where processing was required to ascertain value, 
then ’'true weight" should be that determined after 
melting or refining.* (presumably fire) 

b. That fitness should be determined by Assayer.* 

c. That mode of melting should be determined by the M & R.* 

5« Secretary of the Treasury*s interpretation of 1873 Act (2 weeks 
after passage) suggested: 

a. Refining during deposit melting where deduction should 
be made for refining loss. 

b. Reason given was that Sec. 25 of 1873 Act required 
charges paid by depositor to include "ordinary wastage" 
incident to bringing bullion to standard condition. 

(Sec. Treas. letter does not suggest a deduction for 

future refining loss but indicates either the Govern¬ 
ment will be the loser if the deposit is not "fire 
refined" or that future loss must be included in 
charges paid by depositor. This is first place where 
deduction for refinery loss is mentioned in terms.) 

6. Section 25 of 1873 Act provided; 

a. For charges to be collected from depositors for subse¬ 
quent processing among which processes were 

(1) Melting and refining when the bullion was below 
standard, and 

(2) Separating the gold and silver. 

b. Charges were to cover the costs, including wastage, in 
each process mentioned, 

7. Bureau inteipretation of Sec-Treas. letter of February 26, 1873 
is: 


a. That by bringing bullion to standard condition he meant 
"good bullion." (He didn*t say •good". He was talking 
about bullion which needed to be refined.) 


^Synopsis says wording is due to 1872 committee, but more properly 
appears result of Secretary of the Treasury’s prior letter. 



b* That only parting, alloying and casting was needed to 
bring the *'good bullion” to standard condition* 

c* That the ”ordinary wastage” referred to by Sec.-Treas* 

^s not in refining, but only in parting, etc* 

(See Section 2 $ with respect to charge for wastage on 
refining*) 

8* Bureau interpretation of procedure under 1837 Act* 

a* Refiner was charged only with the weight of standard 
metal the deposit vould make* 

(He was charged with the amount for which the depositor 
was paid*) 

b* The refining wastage was borae by the depositor* 

(The 1872 committee said that at Philadelphia it fell 
on the Mint itself*) 

c* If Treasury had intended Mints to bear refinery loss, 
it would have asked for increase instead of decrease of 
legal wastage allowance in 1873 Act following report 
of 1872 committee* 

(Remember that the committee didn*t recommend that de¬ 
ductions be authorized, the Treasury didn't ask for 
them and the 1873 Act didn't provide for them* The 
committee, the Congress and the Secretary of the 
Treasury presumably thought better melting (fire re- 
finijig?) would solv6 tho problsnis# 

9* l87h Mint Regulations provided: 

a* For weight deductions 

(1) "As compensation for unavoidable loss in fitting 

bullion for deposit*” Specific percentages were 
set forth* 

(This would appear to cover any metal lost in 
melting well enough to get deposit acceptable 
and obtain concordant assay*.) 

(2) By the M & R for deposits containing base other 
than copper* 

(Bureau sa^ these deductions must have been au- 

^ refining in the Deposit 

Melting Room and was more advantageous to the 
depositor. No citation is given* Where was the 
legal authority for these deductions? 

b* M & R be empowered to call upon Assayer for deposit information. 
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• The Bureau synopsis states that the history of Section 22 of 
the 1873 Act establishes that wastage allowance was not in¬ 
tended to cover refining wastage, but only wastage in process¬ 
ing previously refined material through pairbing operation, 
etc, 

(Sec, 22 does not say that. The I87J4 Regulations allowed de¬ 
ductions, but didn*t say whether they were to cover refining 
losses or something else. The 187^4 Regulations were not made 
”at time of the Act” of 1873, but 2ater. 

Since the 1873 Act was silent with respect to en^DOwering the 
MeIter and Refiner to call upon the Assayer for deposit in¬ 
formation, whereas such provision was incorporated in the 
187^4 Regulations, it may be that the report of the 1872 com¬ 
mittee was not presented to Congress or had no effect on the 
new Act,) 

11, Succeeding Directors of the Mint approved of weight deductions, 

a, Burchard in I88O directed the San Francisco Mint to make 
weight deductions, 

b, Burchard in I88I expressed opinion that San Francisco's 
loss that year was due to base metals in deposits re¬ 
ceived that year. Also that a study was being made to 
determine the extent of this cause on the loss, 

(How was this discovered the same year? Bureau synop¬ 
sis does not report the results of the study,) 

c, In 188^ Director's Report, one Leech explains that sur¬ 
plus at San Francisco was due partly to allowing M & R 
taking deductions on base deposits after the Assayer 
has reported the base content, 

(This was defrauding depositor, wasn't it?) 

12, Director Kimball questioned practice of weight deductions: 

a. Pointed out lack of uniformity at various Mint institutions, 

b. Referred to legal wastage allowances, 

c. Said deductions were not sanctioned by law. 




13* Bureau synopsis declares Mr. Kimball was wrong and that he later 
changed his position* 

a. His 1888 regulations continued provisions for weight de~ 
ductions• 

bo Director Leech*s 1890 regulations also continued the pro¬ 
visions o 

Co The regulations authorized deductions for "unavoidable' 
loss in the removal of base metal." 

(a footnote on page 7 shows that San Francisco had large 
gains from 1888 throu^ 1891> which raises the question 
as to whether the deductions were necessary or were in 
excess of what was required to cover any processing loss*) 

lii. The 1908 Mint Regulations limited the making of wei^t deduc¬ 
tions to extreme cases where bars had adhesions or foreign 
substances which could not be removed by hammer, brushing or 
other method of cleaning* 

15* The Bureau synopsis points out that extra charges were imposed 
under the various tables of charges where a satisfactory assay 
could not be obtained. 

a* The 1908 table required a charge for remelting and retreat¬ 
ment in such a case. 

(No one questions the necessity of reworking deposits in 
such a case or the propriety of charging depositors for 
the additional work.) 

b. The synopsis points out that any loss of metal from re¬ 
working fell on the depositor. 

(Of course it fell on the depositor, since until the ad¬ 
ditional work was done the deposit could not be assayed 
and was not even acceptable.) 

c. The 1910 table authorized an additional charge for remelt¬ 
ing and retreatment where certain specified metals made 

it impossible to obtain a satisfactory assay* 

d* The 1915 table previded for the extra charge for reworking 
where the first attempt to determine fineness failed to 
result in "concordant assays.*" 

(The relevance of references to charging the depositor for 
reworking deposits is not understood. The tables do not 
quthorize a deduction in weight or in assay. The deposi¬ 
tor was paid on the basis of an after-melt weight after 
a homogeneous bar was produced which gave concordant assays. 







16. The synopsis says that prortsions “ecauL^f 

r^rierce gained in operating upon bullion containing base 
metals*” 

(Apparently this 19l7 decision was o«rlooked, 

to/MiUer aid members of the ^ 

months. May not the provisions .^I^l^t the 

Stricken from the 19U7 regulations due to the fact th 

Act of 1873 did not provide for them?) 

T7 The Bureau synopsis then makes this statementj «The Assayers, 
to re^Sn^^teS assays on .^terials which 
in refining, make compensation through the exercise 

judgment.'" 

(Up to this point the Bureau synopsis has not cited any section 
of the law, any provision of the Mint Regulations or any 
tatiol froi any Mint official which supplied the Assayar^th 
this authority or transferred such a responsibility to h^. 
Since this statement follows the reference to discontinuing 
in I 9 U 7 the provision for weight deductions, it might be in¬ 
ferred from the context that this deduction is in lieu of 
weight deductions for which, as pointed out previously, ttere 
was no legal provision. How this authority or responsibility 
was transferred to the Assayer is not explained. Up to this 
time only a weight deduction has been under discussion.) 


18 . The Bureau synopsis then quotes from testimony of Director 
Roberts in 1911 before a Congressional committee. On the sur 
face this testimony would appear to be relevant since Mr. 
Roberts said that "an Assayer in charge of a small assay of- 
fice keeps his assays down so that he is on the safe side# 


(There was no suggestion by Mr. Roberts that the Assayer to 
charge of these offices was obliged to foresee some future 
refining loss which might occur at the Mint to which his bul- 
lion was shipped. Mr. Roberts said that the pilose of the 
Assayer was "so that he did not get short in his accounts. 


The small assay offices sent their bars to the Mint or mass 
melted them. So long as the Mint found that these redeposits 
from the small assay offices weighed as much and assayed as 
fine as the weights and assays at which they were received 
originally, the small assay offices were given receipts and 
fully released from any further obligation with respect to 

the bullion. 


1 





It should be noted that this is the first reference by any 
Mint official which even suggests that an adjustment tos 
made in the scientific determinations reached during the 
assay process.) 

19o The Bureau synopsis then discusses at length the changing 
of the status of the Melter and Refiner from that of a 
Presidential Appointee to that of a Civil Service official, 

(While interesting from the standpoint of history, we are 
not clear as to the relevance of this discussion with re¬ 
spect to increasing the scope of the authority and respon¬ 
sibility of the Assayer.) 

20, The Bureau synopsis then makes this statements "The judgment 
of the Assayer, in determining that overpayment was not made 
to the depositor superseded the prior formal allowances for 
deductions," 

(Again, there is no citation of 3aw or regulation imposing 
this responsibility on the Assayer.) 

21, The Bureau synopsis then points out that the provisions of 
the Act of 1873 are still in effect. 

(This is true.) 

22, The Bureau synopsis then says, "In conclusion it is submitted 
that the laws intended to and did provide that the necessary 
wastage of precious metal incurred in refining a deposit be 
borne by the depositor at the time of and in connection with 
the evaluation of the deposit for payment," 

(if the "refining" mentioned here were limited to the wast¬ 
age which occured to the depositor during a thoroughgoing and 
efficient deposit melting operation, it would then be supported 
by the following: 

( 1 ) The 1872 committee of Dr, Linderman and Professor Rogers, 

( 2 ) The deposit melting procedure at the New York Assay Of¬ 
fice which they describe, 

(3) The committee*s recommendation for the elimination dur¬ 
ing deposit melting "of such substance as might cause 
undue loss," 

(I 4 ) The letter of the Secretary of the Treasury of February 
26 , 1873 , which urged refining in connection with deposit 
melting. 


% 



(5) The provisions in the various tablesof charges which pro¬ 
vided for collecting from the depositor in money for the 
wastage which occurred during refining.) 

23* The synopsis continued with the statement that the Assayer must 
exercise ^judgment to insure that no refining loss shall sub¬ 
sequently be borne by the Government. 

(This is the third time this conclusion is stated and,again, 
there is no citation to a provision of law to support it.) 

2I4. The synopsis concludes with the statement that the responsibility 
rests upon the Superintendent and the Assayer to see that •the 
Government does not get short in its accounts.” 

(So far as we know, the Government does not get short in its 
accounts. Usually a surplus accrues from the present method 
of reporting assays according to the scientific determination. 
JIhen a refinery loss has occurred in the past, there apparently 
has been no hesitancy in paying it from appropriated funds 
under the provisions of the statute which provides for the pay¬ 
ment of wastage which is within the legal tolerance. It has 
not been thought heretofore, so far as we know, that the Govern¬ 
ment was "short in its accounts” when these rare losses occurred.. 

Consideration should be given to the effect of making a legal 
declaration at this time that the provisions of the law per¬ 
mitting wastage within certain specified limits do not cover 
a refinery loss. No Superintendent would willingly relinquish 
this protection of the law and rely upon the Assayer to pre¬ 
vent refinery losses in a refining operation over which the 
Assayer has no supervision and control.) 
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November 28, 1958 


Mrs. Alma K. Schneider, 
Superintendent, 

United States Mint, 
Denver, Colorado. 

Dear Mrs. Schneider: 


RECEIVED 

OFFICE Of 
•UWERINTENDENT 

t. S. HINT AT 


Information was compiled by my committee in connection 
with its recent study of deposit receiving activities at your 
institution. In accordance with assurances given to you by 
the committee, I am enclosing a recapitulation sheet showing 
the results of all mass melting operations at the Denver Mint 
for the period 1935 through 1958, for which data are avail¬ 
able. All results are based on Denver Mint weights and assays. 

No record is found of a cleanup melt of mass melts 
#15 to 32 of the year 1935, and therefore, the incomplete 
data for that year will not be used in the following analysis 
of the results. Nevertheless, I point out that there was a 
gain of 37.835 fine ounces of gold on the 1935 mass melts 
which would have been increased by the gold contained in a 
cleanup melt. 

If the figures for 1936, 1937 and 1940 mass melts are 
totaled, the record shows that 244,075.43 gross ounces of 
deposits containing 128,044.969 fine ounces of gold, showed 
a gain in massed weight before melting of 71.27 gross ounces 
and a gain in gold content after melting of 127.829 fine 
ounces. 


The figures for 1958 show that 259,590.94 gross ounces 
of deposits containing 137,952.274 fine ounces of gold, showed 
a gain in massed weight before melting of 10.98 gross ounces 
and a gain in gold content after melting, of 15.407 fine 
ounces. 

I view this information as evidence from Denver records 
that substantial changes have been made in the weighing and 
assaying procedures used in the valuation of deposits at the 
Denver Mint. 


Detailed records of 1935, 1936, 1937 and 1940, mass 
melt operations showed that 58 of the 81 mass melts showed a 
gain in gold and that 23 showed a loss. 


Mrs. Schneider 
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Nov. 28, 1958 


±h»± 195g mass melt operation showed 

♦h?I melts showed a gain in gold and 

that 31 melts showed a loss. & 

. the mass melts reoresentinc; Tosten Co 

nrodui^H (1958), i^^l to #17, showed losses except one melt that 
meit^ ?^i 7 Cleanup bar for 

o^Ms of gol<l“ ’ fine 

pese melts represent over 537. of the gross weight of 
the metal massed and contain 85.7% of the total tiase metals 

r?sr;.n;i.risa«a" •““••'“■it »• ~-2.. 

of 21 exorbitant gain on melts 29 and 30, 

ounces on only 12,000 ounces gross, indicates 
some error in the handling of this bullion 
itiin® these two melts were excluded from consider! 

inTlo<^ melting operation would have resSlfed 

in a loss of 6 fine ounces instead of a meager gain. 

Merrill^^L^oiLJ^f® are enclosed for Messrs. Reddish, 

errill, LaPollette, Miller, Judge, Gray, and Philippus. 

Very truly yours, 

^ ^gsigae^l 

Director of the Mint 


Enclosures. 





DATA FROM DENVER RECORDS OF AAASS MELTING OPERATIONS 


FISCAL 1935. 1936. 1937. 19140. 1958 



DEPOSITS MASSED 

PER ACCOUNTS 
- gCUb 

WEIGHT CONTENT 

MASSED 

WEIGHT 

BEFORE 

MELTING 

WEIGHT 

GAIN 

BEFORE 

MELTING 

WEIGHT 

AFTER 

MELTING 

GOLD 

CONTENT 

AFTER 

MELTING 

GOLD 

CONTENT 

GAIN 

AFTER 

MELTING 


GROSS 

OUNCES 

FINE 

OUNCES 

GROSS 

OUNCES 

GROSS 

OUNCES 

GROSS 

OUNCES 

FINE 

OUNCES 

FINE 

OUNCES 

(^FISCAL 1935 

(incomplete - no 

i 6 i, 637 o 97 71. 677*716 161.691*71 

record found of final cleanup, melts 15 

+ 53 * 71 ; 
to 32) 

161 .592.95 

7i.7i5.55i 

+ 37*835 

FISCAL 1936 

131.216*11 

65.672*636 

I 3 I. 21 ; 3*75 

+ 27 * 61 ; 

•31.192.33 

65.71(2 *658 

+ 70*022 

1937 

100,029*02 

55.196*810 

100.868*05 

♦ 39*03 

I 00 , 8 I 8 . 1|6 

55 . 21 ; 9 * 7 I 9 

+ 52*909 

I9I4O 

12.030*30 

7.175*523 

I 2 , 03 l ;.90 

+ l;a60 

12 , 029 ol ;7 

7 .I 80 * 1 ; 2 I 

+ l;* 89 e 

Subtotal - 1936* 

•37. ‘UO 

aWi.075.lt3 

I 28 , 0 l 4 lio 969 

2l|l;.lli6o70 

♦ 71*27 

2Wt.0lt0o26 

128 , 172*798 

+127.829 

Gain Per 1000 Gross 

Ozs* 




+ 0*29 



+ 0*523 

^ FISCAL 1958 

Gain Per 1000 Gross 
Ozs* 

a59.590.91t 

137 . 952 * 271 ; 

259.601*92 

♦ 10*98 

a59.5l8.53 

• 37 , 967.681 

+ I 5 ol ;07 




+ 0,01; 



+ 0*059 


• As sxpialned In nttachad Dlractor*3 letter of November 25 . 1958, Mass melts 29 and 30 show a gain of 
21*660 fine ounces on only 12.000 ounces gross. Indicating the probability of an error. If these two 
molts were excluded, the mass melting operation would have resulted In a loss of approximately 6 fine 
ounces of gold* 

, 1 1/35/58 



























Ql«im Woodrow says when they were naklng Mass 1^1 ts in 
the M ^ R In the early years (1930's) etc*, they were «aea 
welting only bars under 100«>ot* in weight, so there would 

not be so many bars tp put thru Bettlenent* Bars over 

• / 

100-os* were used in naVlng anodes* 

41so segregated 800 fine and over fron less^than 800 
fine (in wtal-lined boxes)* 

Baiyrhe knom.of no ecSiplainte thst.any ebahges were 


‘)r. 


taking place in weighing tighter* 


}'. ■ 





.t 


^ .lov 


Jr. d 


Dm. 3f 1958 

on Bur««i»* lotter of ll*26-58 - R« Hast lW.t8. 


1. otatM that during th« y«ar» nentloned by the Bureau, 
\1936«1937"’19U0) naee neltlng was dona only on bars weighing 
over 100 ounces. 

2. Bureau atttlbutes low-gain of 1958 neltlng largely to the 
presence of the Josten deposits. 

3. The following conrparlson is made If bars weighing orer 100 
oumes are eliminated from the 1958 experiment. This leaves 
only one group of nlscellaneoua bsurst 


Grose Ounces 

Items 

Flxffi Ounces 

Gains in 

Gr .Weights 

Gains In 

Fine Os. 

2li,522.56 

21,790.331 

1.U6 

5.263 

(1936-1937- 

(19U0 2iat,075.ii3 

1S8,0!iI(.969 

71.27 

127.829 

While the groes ounces In this turps of bar was 10 times the 


If we then ^tlply the net gold recovery of 1958 (5.263) by 

^ to 70^ of the recovery In^ 

fine ounces which the Bureau states occurred in the 1930*e (127.fe9) 












* ^ , 




RBPORT OH RUCHIVIIP AKD HTitIgniliP DSPOSITS AJTD REaATED PR0BL>.:;^3 

UlTITED STATES HIMT AT UTSMSR, CCgiORADO 
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Tho Dlreotor of tbo Mint appointod & coiomlttae to rerlov deposit 
roesivlns p:poesdaren and related problem at the TAilted States (Untt at 
Benver* Colorado. In a letter of Instractlons dated September 19• 1958« 
the eonmlttee was re<puRtod to dleeaea and rerlew the practloee and pro* 
oedores followed In oonneotlon with the OTex^-oll problem of receivlngt 
veighins and assaying deposits • and to review the gonerel policies 
followed at Denver In regard to these matters. 

The committee began Its work at tdie Denvor Mint on September 29» 

1958. During the period from September 29 throng October 2, 1958# a 
series of discussions were held with Denver officials on the eubjeots of 
receiving deposlte# weighing# aesaylng# refining# and arelated prcbleme. 

!lhe8e discussions were tope reoorded. Hepresentatives of the Denver Mint 
included Mosers, f^rshall Heddish# Richard Merrill# Brace Laibllette# 

Valter Judge# i^bert Philippas# and on the last day Charles Miller end 
Cecil Cray. Hapreeentatlves of the Director included Messrs. Prederlok Tate# 
Philip Neiseer and Oonnar Vlggon. 

Based on these dlseussloiw# and on an analysis and review of the 
records in Denver# the Conmlttee has reached the following conclusions: 

1. Mint regalations# Article III# Section 15# page 12# and the Law# 
Title 31 use 389 were violated hy using Treasuiy surplus bullion belong¬ 
ing to the General Pond of the Treasuiy to offset shortages resulting from 
overpayments to de 3 )oeltors for grains. 

2. Mint regnlatiotts# Article III# Section 15# page 12# and the Lav# 

Title 31 use %9 were violated by usli^ Treesoxy surpltis ballon belong¬ 
ing to the General lihnd of the Treasuiy to offset shortages resulting from 
small overpayments to depositors for bullion. 

3. Depositors of low grade bullion have been overpaid. This was 
established by eomtparing the gold paid for with the gold contained in mass 
melts# both determinations based on Denver aseayo. 

4. There has been a substantial change in assaying and weighing pro¬ 
cedures in favor of the depositors# subsequent to 19^0. 

5. The grains account has been monlpulated in order to please a large 
depositor (Bomostake) with the after melting results of his deposits. 

T!ie above conclusions are discussed in detail in the attached eaiiibito# 
1 throu(^ 5* 




In Tltv of tho oon<du«loiui rooohodt tha oonnnlttta mkoi tho foXlow- 
Ins rooonmondAtloBot 

(1) A prooaduro ohofuld b# odoptod In both the and Cooh and 
Dopoalt® DlTlaloni for wlovlns tha graina nooount at tha awl of eaoh 
month 00 thot «ny Inpropor prooadora which raoolto In a ahortaga or 
oTorpaynent can Immodlat^ly ha dataotad and looatad* and the procedure 
oorraotad In connection with Aitnra racalpta. 

(2) Caah and Bapoalto Dirlalon anployaao ahould do a more oarafhl 
Joh of walghins dapoait hara* ualn^ Jud^paant In mekins allowanoaa and pro- 
rldlna awlnffo In order to prorant ovarpoymonto. 

(3) Dapoait sralne ahould ha oarafhlly oxamlnad and appropriate 
allowonoaa made for dlrtt alai^t ate,, hafora paynant la made to dapoaltora. 

(4) Appropriate control® ohonld ha ootahllahad orar "K grains*, 
vhioh ora anrplua hiilllon, and oil other raooTarloa from dapoait opare- 
tlona not Idantlflahle with a particular dapoait, to aasura that all toeb 
mluaa are dapoaitad into the Troasexp as Mlacollonaona Hacalpta* 

(5) Sorplna holllon. In tha fbrm of *K grains*, should nndar no clreonH 
atonoaa ha used to offset small oYsrpayaents to depositors* 

(6) Surplus hulllon, in ths form of *K grains* should undsr no clreuio> 
stanoss hs used to offset shortagos In ths deposit grains account dua to 
orerpaymants to depoaltore or for any other reason* 

(7) Tha practlca of adding surplus hulllon, *K grains*, to monthly 
deposit grain hare should ho Inasdlately dlscontlmad* !Qiose grains, 
as veil as any other rscoYerlas from deposit operations are surplus 
hulllon for deposit Into tha Treasuxy as Tflscallaneous Reoalpts. 

(Q) The practice of melting deposit grains into IndlTldual small 
buttons should he discontinued Immsdlatsly. 

(9) The practice of adjusting ths after-melting vei^t of Homestake 
twining Company deposits by tlie addition or subtraction of grains should 
hs dlscontlnnad Insnedlately* 


(10) Periodic rorlewa, tests and other chocks shoxild ho mado hy 
Oenrer to determine that weighlns cad assaying are nerformed In a 
manner that will ftilly protect the Interest of the CoTomiwint. Also, 
the Assayer ohotild begin Inraodlataly to eralnate deposits In accordance 
direct ire issued \iy the Director of the Mint on September 23, 

1958 • 


o 0,yijuxiAJu^ 






(humar C. V/iggen 



Submitted t 
December 3, 1958 
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jj!®Udtrs:r:"^u%^in m; 5X^\ »frr^s.v.Snr 

••Baying and racalvlag daposlti which ha* protactod tha Govamma . 

tt »aa latar brousjit out la tha racordad dlaottaalona that a ahortaga of 

app„iL:t:iy'a 0^ r-rt^rthiyt^s r.i”to%"”fia. 

Jnly 1957. haoauaa *• Roddl^a 

^Suol.^XtlaMlah'^fap^olatad by tha aiparlntandant of tl« Mint to in. 
vaatlgete the shortage. 

Dorlng tha dlacaaolona Wr, Hoddlah crltlcicad ^ 

S-H“45-r.-;sr«»?s s: r £-s 

gr&lnB accc/unt* 

••r MUlor replied that ho had recelwad all the metal d« hW, bet he wanted 
to cane fro. tl«t was used to ^e up the shortage. 

Wre Reddish asked the conmlttes to agree with him that ^*1^^ 

???;e?5rrS?ith ^ S^Utie't^d^ook''lalf Jhe matter, which was done. 

SIS S'UiSiLW!; jri“S44r;. 

the cruclhles, etc. Those are called •‘grains . 

- sr”:4Hl?i”»SsrS 

HHHsrHr rss 

Ma^^tryialt^ At the end of the month, grains are removed from all enrelopes, 
SssXio'a slnTe Lnthly grains har. and delivered with the deposit hare 

to the TW-R Division. 
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axhll)lt No, 1 





Tho commlttae fotaid. that a shortega axlatod at tho and of July 1957 of 
25«B70 flna otineot of gold. This ahortago continued to grow tzntll It reached 
h^5.031 fine oxincee at the end of January 1958, at which time it was reported to 
the Superintendent* The following tatd.es show the status of tho grains account 
hy sDonths for the fiscal year 1958: 
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No. 1 


Grains Account for GolA Onlg 

Fiscal Tsar l^iS 


Qrsin Bars DsllTered 


QrelrePaid l!br 

Month Gross PlU 


Including Assasr 
Samplas to Pfe 


July 

August 

Septaskbar 

Octohar 

itoTSBibar 

Caoaabsr 

Jazautry 

Tahruaiy 

!4areh 

April 

May 

Juna 

Total 


129.5^ 

71.^^7 

73.94 

58.53 

63.57 

46.91 

U4.04 

46.49 

34.84 

a.57 

57.35 

. 

740.16 


79.289 

53,407 

45.356 

34.009 

31.312 

22.869 

65.215 
20.453 
19.242 

12.216 
20,954 

9,3ia 

413.645 


OroBa Qgt 

111.63 

85.89 

109.86 

88.60 

110.02 

77.14 

U6.08 

121.40 

157.03 

ia.i3 

78.37 


gin* O-ai 

53.419 

52.387 

44.587 

30.364 

31.180 

20.974 

53.515 

34.174 

34.121 

38.103 

28.330 

431.392 


1,200.03 


Dlffsrenca 


M<?athla: 

CufflolatlTe 

Fine Oss.. 

Fine Oeu 

-25.870 

-25.870 

- 1.020 

-26.890 

- .769 

-27.659 

- 3.645 

-31.304 

- .132 

-31.436 

- 1.895 

-33.331 

-11.700 

-45.031 

13.716 

-31.315 

14.879 

-16.436 

25.887 

9.451 

7.376 

16.827 

.920 

17.747 


17.747 


Sonparieon of Grains Paid for and Gmtht 


Fiscal Tsar 1958 




July 

Au^^t 

Septaahar 

Oetohar 

Kovaahar 

Daoainbar 

January 

February 

March 

AprU 

May 

June 

Total 


Grains Paid Ib: 
Gross Ooness., 

129.54 

71.47 

73.94 

58.53 

63.57 
46.91 

114.04 

46.49 

34.84 

21.57 
57.35 

.7X,3k 

740.16 


Grains Melted 
Gross Ounces 

116.80 

88.38 

113.28 

90.86 

112.08 

79.20 

119.36 

123.47 

157.80 

122.18 

78.67 

2^.22 

1,225.00 


Aanunt of 
Treosttiy 
Surplus 
Bolllon Added 

-12.74 

16.91 

39.34 

32.33 

48.51 

32.29 

5.32 

76.98 

122.96 

100.61 

21.32 

_ 

484.84 


Mbta: Since the fineness of the grains added to the account Is not known. 
It would be difficult to establish the exact amount of fine ounces 
of gold added Into the grains account to offset shortages. 
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Sxhililt So. 1 


In ord«r to dotermlno th« ooorc* from vhloh tho metal came to make tq) the 
■hortage* the committee diicossed the matter with Mr. Fhlllppae and ^fr. Johnsont 
the depoelt melter. The7 atated that the shortage vae offset hy the nee of 
grains'*. They descrlhed "K grains” as recoveries from discarded and broker 
craoihles, llds» stirrers, etc., and any other recoveries not Identifiable with 
any deposit. In order to obtain sufficient bullion to cover the shortage, the 
deposit crew wozked overtime, at an additional cost of approxlmatsly $675.00, 
to recover a large amoant of "K grains” Arom an acconalatlon of old crucibles, 
lids, stirrers, etc. 

The Mint regulations and the lav clearly state that such recoveries are 
"surplus bullion”, and as such belong to the general fund of the Treasury, and 
are not available to the Superintendent of a Mint to offset shortages. 

The committee discussed the shortage In the grains account, and related 
subjects, "1th Mrs. Schneider, Mr. Reddish and Mr. Philippns on November 3* 1958. 

The committee Informed the Denver officials that the use of Treasury surplus 
gold to offset shortages In the grains account Is a clear violation of Mint 
regulations - Article III, Section 15 - page 12, end a clear violation of 
Title 31, U.S.C. 369. Mrs. Schneider and Mr. Reddish told the committee that 
there was no shortage in the grains account, as all the metal that was due the 
^t<(R Division had been delivered before the end of the year. The Denver officials 
did not agree with the committee that the Mint regulations and the law had been 
violated. 

The committee informed Mre. Schneider that they would have to report fills 
situation to the Director of the Mint. In view of the fact that surplus bullion 
belonging to the Treasuzy was used to offset an unexplained shortage in the 
grains account. It appears that consideration must be given to returning at least 
45 fine ounces of gold, or possibly at much as approximately 100 fine ounces of 
gold to the Treasury as a Miscellaneous Receipt Item and declaring a shortage 
in the Denver bullion accounts. This would, of course, have to be reported to 
the Bonding Company as a claim for settlemento Consideration would also have to 
be given to reporting the situation to the proper authorities as a poseible 
violation of Section 64l or Section 2073 of Title 18, United States Code. 

Mrs. S<duQelder requested that the committee inolud# a statement in their 
report that surplus tulllon had been used at the Denver Mint for a long period of 
time for similar purposes. She did not feel that It wae fair to charge her 
aceormt for a procedure that had been going on for 20 or 30 years. To the 
knowledge of the committee, thlo Is the first instance in which a Mint official 
has ever permitted the use of surplus bullion to offset a shortage. 

The committee recognises that a procedure of this nature could have gone on 
for eeveral years without the knowledge of tho Superintendent or the Aesletant 
Superintendent of the Mint. What It dleturbing to the committee Is the fact that 
when the Aeeletant Superintendent came face to face with the problem in 
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Sxhlbit 136. 1 





Fobruary 1958• Instaad of stopping this lllsg^ practice» and reporting It to the 
Director of t^ Mlnt» as required by Mint regulations* the sasie Illegal method 
was used to cover up a shortage. The committee Is of the opinion that the only 
proper action that could have been taken when the shortage was reported was to 
let the shortage remain In aecounte for adjustment In animal settlement* and 
to take corrective action to prevent future ehortages. It Is common knowledge* 
throughout the Mint Service* among officials and workmen handling deposits that 
surplus bullion belongs to the Treasury and is not available to the Mint. 

The committee was alarmed at the disclosure of the shortage In the account* 
but the method used to cover the shortage was a matter of much greater concern 
than was the shortage Itself. 

The committee discussed the shortage In the grains account with Mr. Fhlllppus 
and Mr. Johnson* the deposit melter* who explained that the shortage occurred as 
described* but had not come to their attention until the end of January. They 
were unable to give the committee asy es^lanatlon as to why the shortage occurred* 
althou^ Mr. Ihlllppus stated that he thought the July shortage might have been 
due to the cut-off at the end of that month. If that theory were correct* the 
shortage would have decreased In August* however* ae Illustrated In the table 
above* the ehortage increased In August and continued to increaee throu^ Jannary. 
Mr. Johnson stated that the practice had been followed of paying depoeltore for 
the full vel^t of graina without making any deduction In wel^t for dirt* elag* 
adhering substancee* etc.* but he did feel that the grains had been clean^ 
thoroughly. 

file committee asked Mr. PhUlppus If consideration had been given to the 
poselbillty of ovorpaymente to depositors or to the possibility of theft when he 
was assisting Ifr. Beddlsh in the investigation of the shortage. He replied that 
they had given consideration to all possibilities* but had arrived at no definite 
conclusion as to the reasons for the shortage. 

The committee examined the grains account records for the fiscal year In an 
attempt to determine the reasons for the shortages. The two most logical 
explanations would be (a) theft or (b) overpayment to depositors. Ifo Information 
was developed or obtained which Indicated that theft had occurred* however* a 
review of the records Indloatee that depositors could keve been ovexpald for 
their graina. The following table shows 10 deposits* i»ld for In the month of 
July 1957* with large payments for grains: 
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l!3dill>lt Ko. 1 


Large Payaant* for aralPi 

JtOy 1957 


Name of Deuositor 

Assav Number 

Gross Welffht of Oralnft 

Idarado 

50 

19.65 

H 

101 

3.17 

Resureotion 

n 

1148 

86 

2.86 

4.12 

Joaten 

H 

32 

47 

5.55 

8.39 

Hoasataka 

If 

29 

43 

3.69 

11.31 

H 

56 

7.78 

H 

81 

3-35 


Total 

69.87 


The gross wei^t of the above grains Is more than 50^ of the total grains 
paid for in the month of Jtily 1957. Thaae grains were Included as a part of the 
after^-aeltlng weight of the deposit, and paid for at the reported fineness of the 
bar. Since grains are seldom over as fine as the bar, this no doubt contributed 
to the large loss on the grains bar for that month, and undoubtedly resulted in 
oveipayments to the depositors. 

The committee questioned the deposit aelter in regard to the above listed 
large aaounts of grains, but more than a year had passed since the deposits were 
melted and he did not recall anything specific about any of these deposits. In 
view of the fact that the grains for individual deposits had long since been 
melted into a grains bar, it would be Icpossible to establish conclusively that 
any particular depositor was overpaid for his grains. 

Since discovery of the grains shortage in Februaxy until the end of the 
fiscal year, only five grain payments to depositors were in excess of 3 oimcee, 
these being 3.19, 4.20, 3.01. 3.04, and 4.03 ounces. The average payment for 
grains is probably for less than ounce during this period. 

The grains bars for July and August 1957 were on hand in a joint sealed 
vault. The committee released these bars from Joint seal for chedc welding and 
chedh assaying, to see if any error had occurred which would account for a part 
of the shortage. The weight of the bars was found to be satisfactory, and the 
assay results were as follows: 
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Sihlllt No. 1 


Cheek Agoayg on Qtaln Bart 


Tteportad Finenaae 

Melt T> ar Schedole 


Heported Mlnenese 
•per Cheek Aesay 


1 

2 



surer 


Sllrer 

ii8l 

116 


112 

6llf 

087 

612 

85^ 


Note: Aasar differences acootmt for lesa than 1 ounce of gold. 


Since there api>darvd to he no Irregolarltlee In the weights or aseaysof the 
grains hara, and in rlen' of no Indication of theft* the coondttea concludes that 
the shortage in the gralie account reaulted Airom overpa^noente to depositors. 









INHIBIT »0. 2 


VIOLATIOW py MIHT RroDI-ATIOBS. ARTICLg III. SIBCTIOH IS. 

AM) TITLB •a. U.8.C. BT USIMP TOSA-SUHT SURPLUS 

B ULLION TO 0IT8CT 8MMJ. SHORTAOg3 RKSULTIMP ITOM OTliB- 

^YHEHTS TO DUPOSITORS TOR BULLION. 


At th« time the committee was inreetlgatlsff the ehortage In the grains ac¬ 
count* they noticed a number of depoelt bare In the vault vlth onvelopee 
beolde the bare, I^on Inqulxy* It vae learned that theae envelopea contained 
gralne which were need to bring the depoelt bar Tq> to full wel^t. (Some 
envelopea contain email depoelt bars of about 1 or 2 ounces each* with no gralne.) 
All deposit bars ere weighed at the time they are delivered to the Divlolon, 
Periodically* a bar Is found that Is short weight* and the WiSi Divlelon refuses 
to accept It, At that time* a quantity of grains would be added to moke up the 
recorded vei(]jht of the bar* and the grains placed in an envelope and associated 
vlth that deposit bar. If not used In the refinery* or mass melted* the deposit 
bar and Its envelope containing grains would be delivered in annual eettlement* 

The committee questioned Msssrs. Fhlllppus* Johnson and Atten of the Caeh 
and Deposits Division In regard to the source of the grains placed in the 
envelopes* and was informed that surplus bullion (the same ae that used to 
offset the ehortage In the grains account - Sbdiiblt No. l) was used to make up 
the vei^t shortagee of individual deposit bars. The committee requested that a 
number of deposit bare* with envelopes* be removed from the vault and test 
veiled. The reeults are shown In the following table: 







JSsMMt Noo 2 




2 - 


) 


Waij^iQg of 

Qfosg Ocacas 


Aott^l 




Vei^t 

Actual Wei^t 

Assay 

Scheduled 

(Witnesced V 

of S Grains 

Ho. 


Coomittee). Differene® 

in 

(A - Deposits 

paid for in 

August and Septeaiber, 1958) 


189*2 

1317.70 

1317.68 - .02 

.06 

235-2 

1112.82 

1112.82 0 

.02 

252 

136.5^^ 

136.51 - -03 

.09 

310 

604.17 

604.16 - .01 

.04 

330 

407.20 

407.19 - .01 

.04 

338-2 

1218.87 

I 2 I 8085 - .02 

.09 

(B » Deposits 

paid for in 

fiscal yea? 1957) 


708 

309.36 

309.35 - .01 

.06 

969 

137.41 

137.40 - .01 

• O 6 

9 

6.47 

6.47 0 

0 

563 

94.11 

94.08 - .03 

.13 

95*^ 

88.95 

88.91 - .04 

.05 


Hot©: Th© coBiffllttoa ©aaiElaod tfe© gzeia© In ©aoh ©a^elop©. In noat caeoa, 
th© graina added veze of a different ooaipoaition from t>ie Uirs and 
th© extra grains vere added to make np ^e differeno© in fineness* 
For example. In the see® of #252* ^ort .03 in welfi^t, they added 
• 09 of lotf fineness grains, to prodnoo ahout the same amotmt of 
fine gold contained in .03. 

It vae noted from the MSa Division records that the practice has been 
followed of recording the word "©avelope" in the margin in the MfiR reoords 
each time an envelop® is asfsoeiated with a deposit har. As previously 
fltated, small deposit hars ere sonetlmos placed in envelopes and in a review 
of the records to see how often the short wei^t situation had oocnrred, 
the conmitte© ignored all envelopes where the wei^t of the har was less than 
3 ounces. The records indicate the following somher of envelopos where 
deposits wei{^ more than 3 onisoes: 
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Sdilolt So, 2 






mciO. Tot 

1959 (Jtil7-3<ipt«ttt)«r) 

1958 

1957 

1956 

1955 

1954 

1953 

1952 

1951 


Sorter Qf aanrolop^t 

6 

7 

5 

12 

13 

16 

1 

9 

1 


I>a7liiff th« r«eord«d di0ouMloQS, rof«r«zio« vea zeda to a quaatlon of tight 
walghlng which vaa raiaad in 1954< Hr, Saddlch told tha cooDittoa that ha aM 
Hra. Sehsaldar had inquired Into the prohlem at that time and found no need for 
changae in valghios prootdoreat and no dmngea vara oada* 

Tha quaatlon of tight weighing ease up again in 1955 vhan r^, Strauh of tha 
Ganaral ikooounting Office aoggeatad that tha Caahiar vai^d toe tl^tl 7 to 
accrue any henafit to tha refinaiy. Ifr. Raddlah aaid tlmt ha and Mra. Schneider 
want into the problan again at that tis>a» Thmy chehicad into legal x^oriaiona, 
inatructione» etc*, and found that tha weighing prooadurea vara in accordonca 
with the Ragaiatlonac 

Tha coasilttaa reported tha rcall ororpaynanta to dapoaltora to Hra, Schneider, 
Mr, Raddlah and Hr. Phllippua on IZorozaher 3, 1958, -ftlthoo^ thaaa orarpeyaanta 
art annll, each one ia a riolatlon of the regulations and the lav. 




EmSTJ go. 3 

OygRPAUBUBS TO nSPOSlTOHS f OR LOW QRAOB BOLLIOB 


Oa QeptOBheie 23# 1938, the droetor of the mat, in oader that tfaero ohould 
he a clear uoderetBaDUne vith respect to the Hlat'e eontlnulx^ poeitloa regax^Uae 
eeseylQC, loeued the foUoiflas etetemont to all mat Aeec^rat 

"Xa vlev of the fleet that sevorol of the Assa^ro at Mint field eatab- 
liahotaate oxe recent appointeea, Z requeetod the etaff to review official 
OoQSXeesiaiaal, Treaeury, oad Mint ropoxta, docuaiefita, filea relating 
to the pz^spaoratlon and paaeage of the Mint Act of 18B# auheogueot atotutea, 
end chaagisa in the Mint Regmlotione, relative to receipt and of 

depoaite. 

I encloec the report coopiled, entitled "Osrlgin and Effect of Le^UL 
Proviaieoe eoveznins Ifasmatn end Chaq^ to Depoeitora, end Qpamtive 
fAutteeea". dhia report reveals the clear intent of the Gbogress, «ad the 
continuing practice in the cdmlxtiGtratloa of the laeis from 1673 to the 
present* 


Ibis review cozifines that the levs inteitded to and do provide that 
noceesary vastege of precious metal. Incurred In reft»infl a deposit, ho 
hotrae hy the depositor at the tlzae of end la coimeetion^tb the evalua¬ 
tion of the deposit for poyment* 


Tfagrefore; 


Tim Asoeyer is required to exercise Judgment in evoluatiag 
detemdnatioos saafie on deposit sasqpGLes, prior to csteblishicg 
the as^y figure to he reported os a basis for peymsnt, ao as to 
insure tlaat no reflaing; loss shall subsequently he hone hy the 
govemosnt* Xn other words, the Assayor got report 
gold and silver than can he receverad in tho fora of fine or coin 
hers; to do so wuld reftilt in overpayzaent to the depositor, «id 
loss to the gervenzsent* 

The Assayer shall recognise that he imst llkevlae prevent 
the over-evalijustioa of semi-refiaed or partially processed inter- 
cediate products cf the Joint's refining operntions, such as 
aelts, black gold oslts, or any other melt requiring further 
processing.” 

Mr. Beddlsb stated in the recorded conference that it ves the of the 

2>Qsver Mint that the preposed exarciae of Judgment could not he et^ported tman 
logoi, scientific, logleel or ethical grounda. Mr. Merrill, the Aeseyer, stated 
to the coomittee that no Judgtaect was ovor exercised in evaluating dnoaits in 
Denver, and that aaoaye were reported on on arithmetical average. 
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took tte position tbot deposits havo beea properly assayed at 
JiemQVfi aad dsUvoxod tbe Cash es2& Deposits Dlvleioa to the MftB Dlvialeo* 
Further, oisKe the I(SA Division accepted the deposits, thle proves that they 
trere ©veluafced corsrotly and, therejEtore, there can he no ohortage la the oescuats. 


®» coBBulttee poioted esut that no additional assay or ebsOk assay was laade 
vhezi the @eld vas trsBisferrod to 1®^, and the 09ld vos still la l^at occoxats oa 
the hosis of the origlaal assay, further It vas pointed out ty the eoxaittae 
f.ifwt. ijf t he original €!SSosre wro errcsnecftM, then any reesoeys tssSb at Settleaeat 
tlaa on the »•-<»"«> hssis would also he erroosouc eaid would not prove aoythiag. 


®je Denver BSiat sieltod a mfflfcer of 1957*1956 ^^sits (the first zssos 
oeltir^ since 19^) to chock the asssylng land welij^ilng procedures. Below is 
a suniaasy of aaea nsalta for 1958, developoa hy the coosBitteo, iMeh show^cao^ 
alstcaxt oviBspsymaats to Joaton Mooufaeturlag Oaopany, ead other depooltors of 
low grade hulHon: 


* Sasaary of Mess MB3.tiDg Qpaz’etion * AP^il 1958 


Bsoerlptioa 


tSejBo 1 
2 

3 

h 

5 

6 

7 

6 

9 

10 

11 

12 

13 

14 

15 
US 
17 
17A 


Joeten 
Joesten 
j’ostsn 
Joffiten 
Joaten 
Jostoa 
Jostea 
Joeten 
Joeten 
Joaten 
<7o8ten 
Joeten 
Josten 
Joetea 
Joeten 
Joetea 
Joeten 
dean up 
(1-17) 


firo aa ftnaea 

Actuf^ 

Wsight ttei^ 


8 , 493.74 

d,^.46 

7,^o08 

8,156.88 

8,131.36 

8,233.91 

7,962.08 

8 , 253.95 

8,129.81 

8 , 075 . 7 a 

8,258.79 

8,255.34 

8,078.10 

8,202.56 

8 , 331.49 

8,112.90 

7 , 502.06 


8 , 493.93 

8,244.63 

7 , 994.28 

8,157.06 

8 , 131.56 

8 . 234.15 

7,962.P 

8 , 254.18 

8,130.04 

8,076.01 

o,a^.o4 

8,255.^ 

8,078.35 

8,202.88 

8,331.74 

8.113.16 
7 , 502.30 


Gain 

in 

Groes 

Weight 

0.19 

0.17 

0*20 

0.18 

0.20 

0.24 

0.22 

0.23 

0.23 

0.23 

0.25 

0.25 

0.25 

0.22 

0.25 

0.26 

0.^•^ 


Gold Fine Ounces 


Book 

Weisdit 


3,467.847 

3,*^33•5l0 

3,3*>a.2^ 

3,395.818 

3,1A6.5S0 

3,394.814 

3,851.639 

3,483.6^ 

3 , 332 .^ 

3 , 369.230 

3 , 1163 . 9 a 

3,418.078 

3»S97.T77 

3 . 393.631 

3,408.955 

3,350.878 

3,152.2!12 


Weigdit 


3,462.772 

3,421.360 

3,329.*^ 

3 , 393.158 

3,444.987 

3,392.871 

3,247.461 

3,428.003 

3,329.880 

3 , 365 . 0 ^ 

3,464.463 

3,415.682 

3,295.700 

3 , 389.227 

3,4o4.417 

3,346.7^ 

3,148.265 


Sh 


Gain 

or 

Leas {») 


5.075 
12.158 
12.848 
2.660 
1.563 
1.943 

4.178 

.689 
2.646 

4.191 

•542 
1.196 
2.077 

4.4o4 

4.538 
3.524 
3.947 

-i- 53.79 


isu,4irf.^ - 5 :®: WaitSvSSa 57,3».2S» 


.793 


* All statlsticB ehowing ealna and losses are based on Denver welghto and assays. 
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Gain _ OoM Tina Ounceo 



Qroea Ouseea 

In 



(lainT^r 


TooE - 

Actual 

<fS 088 

Bcab 

Stosa 

or 

Doaorliitlon 


Vkilfiht 


V»l4dit 


lowl-L 

MualS QOIdan C^fcIo S.U^.as 

8,111^.43 

0.20 

6,876.430 

6,869.257 

- 7.173 

19 •* 

7,9^*^•93 

7,925.10 

0.17 

6,7^.826 

6,736.256 

- 6.970 

SO " 

7,696.71 

7,696.90 

0.19 

6,62^.699 

6,620.177 

- 6.522 

21 *• 

7,032.9*^ 

7,833.1*» 

0.20 

6,676.659 

6,672.802 

- 3.857 

22 " 

8,35'>-03 

8,35‘>.26 

0.23 

7,075.522 

7,066.639 

. 8.883 

22A dma up 







<l8-£2) 




IB M 

27.020 

4 - 27.020 



39,9^.tfe 

0.99 

3^,998.1^ 

33,9^.151 

- 5.98^ 

mme2S Bald BlMat8laf7«9^«S9 

7,964.45 

0.X6 

3,452.139 

3,449,484 

- 2.655 

2^^ 

7,5^3.66 

7,543.83 

0.17 

3,368.686 

3,358.170 

- 10.516 

25 

7,fe2.72 

7,462.90 

0.18 

2,764.599 

2,761.783 

- 2.816 

29A GLeaa up 







(23 - 25) 

- 




15.992 

+ 15.592 

2 r,^T 5 r 

22,97li>l8 

6.5)r" 

- -9,^^ 

9,^5!^ 

- 0.39^ 


SiBsaet aS to 2B> 


157 bars nmdy 
dnad 0>14 

24,521.10 

24,522.56 

Haea 29, 

16 ban fxem 

8,010.14 

8,010.37 

XdaxBdo Milling Gk>. 

Haea 30, 

37 bora aouly 
oinad gold, 
part Idaraflo 
Xtning Oo. 

4,070.85 

4,071.20 

Nasosa 3I to 32, 
274 bara eetap 

12,308*53 

12,311.18 

joBOliy 

NMa 33, 

19 bara, 17 tna 
Fraoeb Grade 

Mintwg Ob. and 

2 fno otbara 

7,012.05 

7,012.31 


1.46 

21,785.068 

21,790.314 

* 5*246 

0.23 

4,517.821 

4,530.736 

12.915 

0.35 

2,192.131 

2,200.896 

+ 8.765 

2.65 

5,850.895 

5,856.985 

♦ 5.890 


o«a6 




66o.Z)43 


0 . 7*>7 
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S*tn _ Cead TLse Ctaeag 



Grom Oarers 

boctf^ Actoal 

Sa4.^l^ 

la 

loA 


fieSa (♦) 

Mass 34, 

29 bars of 

xsdy Htaed gpHA 

l,T53-«i 

1,793.75 

C.3L 

1,613.615 

l,£i3.978 

♦ 0.3ft 

»«« 33, 
k6 bers cf 
dental merep 

553-93 

^-34 

OAl 

icUiSS 


. ♦ 0.232 

*SabalB 

259,590.94 259,600.92 

20.93 

137,^2.274 

137,965.35s 

13.06s 


Hoto » A fl 2 aal clean tqp bar c ncTtwlnlTTG flae ^rgaecia of gei& tnc dlc^gesSed es 
it TJBB tot epsJjLsst2j3 to 807 cce sem 9slt« 

2t vlU be oota& fires tbe gmjEr% at asm igslta that bed aaee 
Boe« 29 aad 30 been disregazdsd tbsre vojOlA bee?e beec a set loes on tbe 1953 
nese aelta* Sse errul ttae ia cf tbe apisim tbst oelts 29 and 30 be 

eaeJndiia la eoaslderlae tMs pebblay siaee tbe gain of 21.630 ocaees^ 
or 3«22L ocaces per 1^000 fine ff»,rr a pfl Is exeessi'se^ sod to t2ae 

CGBSlttee aa erzer one zasde la the orlglzBl detecaiaatiaB of 
coctaat of one or xaore d: 9 oelts InelnM la these tao site* 

2t Is sp p sr e nt fros the ab e?g tbet the filrectar’e as* r eg ol ra- 

aents of laE7 vsre not beiag o b e e r v ed vlth reqpee t to lor gaade 
tbs period vbea tie depoeits :?eze peld for, Jtzlj 1977 - SI, 1953, tics 

cocflralae g tntaae n S s by Mr» Tjfidglfvh end ferrlll ao is 

la Dearer mat la e?nl rsKtlng deposits. 

Be ocBslttee nor bsous tiat the Cbsh aad Sepoelta IdrislSB bad the sas 
InfozBBtlon devdeped tsf the cooslttee on sobs adts, and that this Isfisassiaa 
bes been sTadl^ble to mat offtclsls elace my 1953* mtb tids lafirastisn 
aRTSllBble to bla it Is dlfflealt to jadSTStand ^dsisb's ststessst to tbe 
effbet tbst he ves not eesre of aoy C K e ryBjas Bte to d^ositors. (See cage 1 of 
SxMbit as. 1.) 

Qq the basis of this revlsv it is obrloos that D e s T er dll to oeer- 

pey depositors of lor grade bqllion Taatll jsBffsat is eBSTciaod in erslastiz^ 
d^osita ee reqaired by ISP s&d by tbe dl r s et lTe tseoed by tbe Idreetor of 
S^tCEber 23 > 1958. 







































M MU to<Ac tilo potitlosi that alnca tha refiasiy 

BorliiG «>• to W55 wl^t o sortoo. loo. It »*• «f»l“ 

ha4 oporotad for 20 or 30 yoopo prtM to WW w«no pointed ont 

dent thot Denr9r«o eeeaye wre "^^ed p„t throng the refineiy 

:ir.‘,^l1ld1^n rCr >ZZtZ,l -here Jndspent -e exercleed In emlnntlne 

Thron^ont the oonferenM ». been no ehonga 

not ererole. 3nde«.nt In emlnnt^ 

In welshing end aeeeylng proeednree ee rar i»ok a. » . 

The oo^lttee felt that a^ 

ha detected only ,|^an 1935. 1936. 1937. ITW and 1958. 

analyele wa. nade of ■»»» ^*« ” ni wndnelon can he reached 

H.ee neltlng 1. ^ 

300 depoelte. In one POt are taken from each melt and an 

Mp eanplee ae well «» *lp. or drlU. e^lae^»~ ^ 

aeaay detemlnatlon nad* “ *? . gUrer actnally paid for to cee how the 

re«ult« can he rnxrchaeeen Thlc procedure hat long been 

t^c» ae a cheCk on weighing and a.«^lns procednr... 

aamarleed helow are the reeult. of »ee nelting for the yearn 1935-58t 
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OoiBoag^tlTa of Hoi■ Miitlne 

_goia nnt .oynfitt 


naeal 

Book Weight 
Oancea _ 

Oaln In 

Weight 

QW9fL. 

Oaln par 

M ouneaa 

BppK Wgl^^ 

Oaln In 
.VtXriii, 

Gain par 
M ouneaa 
mSiaSL^ 

1958 

259.590.94 

10.96 

.042 

137,952.274 

15.407 

.1117 

1940 

12,030.30 

4.60 

.382 

7,175.523 

4.898 

.6826 

1937 

100,829.02. 

39«03 

.387 

55,196.810 

52,909 

.9586 

1936 

131,2l6oU 

27.64 

.211 

65,672.636 

70.022 

1.0662 

1935 

l6l,637o97 

53«74 

.332 

71,677.797 

•37.835 

.5278 


not IncXndo final oloast-taqp 1)ar» vhloh votild Ineraata gain. 
Bacord of oloan-up la not aTallabla. 


It will la notad that In 1937 the groaa val^t of the naka-np, that la tha 
val^t of all tha dapoalta going Into tha maaa, hafora malting, gained .387 ounce 
par 1,000 ouneaa oror tha wal^t paid for, while In 1958 tha gain waa .042. Alao 
in 1937 there waa a gain of .9586 fine onncea of gold for each 1,000 fine ouneaa 
paid for aa compared to .1117 In 1958. 

Comparlaon of tha maaa malta clearly Indloataa that there haa lean a auV 
atantlal change In weighing and aaaaylng proeadoraa hatwaan 19^ and 1958. In 
order to protect tha Interaat of the OoTemment the committee'’a jreeommandatlone 
Boa. 2 and 10 ahould he pat Into effect Immediately. 












KJCHIBIT NO, ^ 


fANUWiTIOK OF GRAIKa ACCOUMT IH ORDim TO PLFASB A LAHGE 

DEPPSITOH VICT THE AFTER MELTIBP Rl-SiULTS OF niS DEPOSITS 


Darlxv; the tape recorded dlacuseione, Mr* Miller raleed a qtieetion regard¬ 
ing the handling of Homeeteko depoelte. The nbraeetake Mining Cocipany deposits 
large (laantltleo of fine gold with the Denver Mint* 

The coramlttee diacuseed the handling of Homeeteke deposits, Incltidlng 
Homeatake grains, with Mesere. rhlllppus and Johneon and was told that Homestake 
deposits are melted in special cmclhles which are held for Itomeotako only, and 
used for no other deposit* They also stated that Homestake Is very fussy about 
the grose ounce ap])arent melting loss, on successive deposits, and a method has 
been ussd of holding back grains from some deposits, and using these grains on 
other deposits. In order to avoid incurring the displeasure of the depositor* 
l^r example, assuming that the normal melting lose on a deposit is one ounce, 
the following practice mi/^t be followed: 

Deposit Ho* 1 - If the actual melting loss on this deposit was only 
one-half of an ounce, they would withhold one-half ounce of grains In 
order to liavo the deposit operation ajjpoar normal; on Deposit No* 2 - 
If t^ melting lose on this deposit was greater than normal, amounting 
to l{ ounces, the one-half ounce which had been held back from the 
first deposit would be added to this deposit so that the net result 
would be a melting loss of one ounce on each deposit* 

This manipulation was acconpliahed In the grains account. The committee felt 
that this method of handling deposits was highly irregular end not in aocoi*dance 
with Mint regulations* It was therefore recommended that each deposit be 
handled as an individual transaction, and that the practice of withholding 
metal from one deposit and using it for another be discontinued* The committee 
also stated that In those occasional Instances where there was a true gain after 
melting, which could occur when the same crucible was used for one depositor 
only, that the gain ehould be so reported as it could easily be explained for 
technical reasons* 

The committee found no indication of irregularities in the payments for 
Homestake deposits* However, the manipulation of the dexxsslt grains account* 
and the uso of grains to adjust the after-melting wel^t of deposits can 
eventually lead to the loss of control over operations, and abuses, such as 
found by the committee. 







TREASURY DEPARTMENT DEO ^ 1958 


WASHINGTON 25 



<%rrtcft (M* 

oiNkciroR or vmb mint 


i i mMr A 7 u 


kN MlVt IN«IIAUI 


DBOBmbsr 5* 195^ 


8up«rliit«nd«nt 
United 8t«tBB Mint 
3>»nT«r, Colorado 

Doar MadamI 

Iboloaad lo a raport aubnlttad by tha commlttaa appolntad 
by na on Saptambar 19# 1958# to rarlaw dapoalt racalrlng pro- 
oaduraa and ralatad problama at tha Pamrar Mint. This raport 
oorara oartaln aapaota of tha commlttaa*■ Inraatlgatlon. I 
approra tha raport. 

Plaaaa advlaa ma of action takan to Inplamant tha 
oommlttaa'a raoommandatlona# togathar with any comaanta you 
bava rawarding tha raport. 

Ooplaa of tha raport ara encloaad for HaaarB. Baddlah. 
Marrlll# Lalbllatta# Millar. Judga, Gray and Phllippua. 


Vary truly youra. 



Director of tha Mint 


SnoloBuraa 




TREASURY DEPARTMENT 

WASHINGTON 25 

fiMMkir 5t 19J* 

OFFICE OF 

DlRLTTOR OF THE MINT 

IN »crv»iNj Quurc INlTlAl_S 


Saiialiitaalit, 1tait«4 StatM ndlaialfkla. Da* 

flapay l a W a kni , 8h)ita4 Stataa ttai^ Ounrar^ Oalaia#* 

Offiear la Charge, lhilU4 Stataa Mlai, Saa Fr aa i ia —, Ohlif• 

Saperlatulent, Qtalted 8%aiaa km^ QCtiaa, lav TaA, T« 

Offlaar la Charge, Chitad Mataa Balllaa Da^aUocx, Ft. Kma, 

^ * 

Dear Sirs 

Oa riapttf^ir 23, 1951, a lattar mas aaat ta mA oi tha MLat 1 d-> 
atliviiaaa raaaiviag da^ilta of aad ail^r, la vhlah a raatateo 
MOt of tba legal raqpdraaaBha la re e alvlag dapaaita vaa aada. la' 
qaaatioa vaa ralaad hy aagr taatitatloa other thaa Dnw. k ooMlttea 
vaa aaat to Denavr to ravlav tf^dlt raoalTiag praetloaa. 

k 0 a raanlt of aartala daaalapaaata la tha aaatlng vlth iqr 
ooHlttaa la fiaorar it vaa dacHad that aa laoagrara* Gonfaranca voold 
ha bald. Such Coaferaoaa, attaadad Ir Mr. Bovard Johaaoa, lasaTar at 
Kav lorhf Hr. Faal Oavd, Aeaejar at fMladalphiai Hr. Uehard larrlll, 
Asm/ot D#Bf®r| and Hr# Jahn CaiTf Qf!flc«r in Charg# (AMajar)f 
0. S. MLat, laa Franelaoa, vaa held thla vaak., aad raraalad that tha prepar 
pvaotlaa vaa oo^latalj iHratitml aad> vaa baiac Ihllavad la each of the 
laaUtvtioaa other than Oaover, Tha Soaavr Aaaa/ar nov sndarataoda aad 
irfii ooaplj with tha coataaia af tha latter of ia|dH#er 23rd. Far hie 
hvaefit, h awarvr, a^ to aealet hia la foUavlaf tha ftoper aathod, tha 
follaviiif rtatiaiat vUI ha iwearparated la tha ragalatlOBat 

faga 13 - lapartlnc •i Ihllia# laaeja. Add to Uaa 3* 

•Za tha aalaatiM af wraflaad ha UVwi the 
Aaeajrer Aall aat repart aora ^Id or allrar 
thaa eaa he raaorarad ta tha fhm of Hat flaa 
ar aala hare.* 

Page 9 - Sod* 5 - Uaa ft 



•The lead of tha Oaah aiad tapaalt filTialaa ateU, 
wpaa tha adeiaa of tha Aaa^ror. aad ftqieriBteadeot 

af ■ 11« aaho o J«ot aad praper a ll ava nn e oo a 
haaa dapaalt, prior ta l aea rdlwg tha aftar- 


vlvaeaa, *J|^^**^ ^laewS^^ 

Oard.” 


The alln^ 
a Oopaclt 


i- 

m 



to Aii 


tv’Ot? 


^ 




F:>rthid.th all aseayliiig and ti'all b« !»de' lit 

lOflfjrGAao* with jsy ietitr of 23 « i9>8. 

?«37 truly youTBj 


Dlrc>ctor of Mint. 


TREASURY DEPARTMENT 

WASHINGTON 25 


•UPERtNTIN&ENT 

A, S. MIMT 4T mnut 


OFFICE OF 

DIRECTOR OF THE MINT 


DeceJBber 8, 1953 


IN NERLTINC QUOTC INITIALS 


Superintendent, 

IMited States Hint, 

Denver, Colorado, 

Dear Hadam: 

The tape recordings which Hr. Reddish made of the first four 
days of uy Committee's conferences at yoiir institution have been 
transcribed. The transcriptions have been proofed by play-back 
of the recordings and have also been proofed for typographical 
errors. 

Ifader separate covers, I am sending 8 copies of the transcrip¬ 
tion, one for you and one for each of the following: Hr. Reddish, 
Jh*. Merrill, Nr. Philippus, Hr. laFoUette, Hr. Judge, Hr. Miller 
and Hr. Gray. 

Although, as I stated above, the transcript has been proofed, 
there is a possibility that some of the words may have been mis¬ 
heard. I am, therefore, also under separate cover, registered, re- 
tiorning the tapes themselves. They are to be kept by you in a 
secure place, and under no circumstances to be destroyed. 

If you have them played back, and find any substantive errors 
in OTU* transcription, please advise us immediately. 


Very truly yours. 



Director of the Mint. 


Mr»« Alaa X« 8«hMi4«r» 8vp*t« 


Dtttalwr 10» 19M 


Otet* If. Uillm 


JnilfMint ttaaiartt for ooifM oad Moogr of Aopoolt boro 


I? fin**"*’.*•'!!! »«■’» ». »» »f«» »• Mi priTlooi Uttir ,t 

Mptiattv *S, l»M «n«ta( »bi l«(il upiiii if tipiiit tMililac pMiliii ut 

f/i:::* "■“? !r^* •*•»—»• h .ih »riiu<.i 

in tnn nfulatloai# 

.1. .u.j’srjc.rs :inis »s 


“ btf it w^plobolx ftroo of txUo dlMolorotioao mA mrtm^ 

^ fcwlim ■»»»« U iXi» iooumailloai, ihiroial 

ihii thi W *in aif IMlMtlra if Midi dliitloratlM m ftritc* Mdtir natui 

- S-TS-VuiTiSL-iS* 

Aliy Hoportlnrt 

. ,. ^ lud|f«Miit to bo oxorolMd bj tbi Aooojor #ioii roportloc , 

Tn^i^ ^ ••■l^flnod or portiolUr prooooood lat«Miato produJto 
orioJ^lo!** *** prownoo or Aoomo of oaoh dolotorioao i 

JI ^ ^ rodaood bj port. «hoa tbo booo ooatoat !• looo than 

thouoond, no w^omoa ohall bo aado. A oorrootloa of ^ port ohall bJ 
booo ooaUat lo botoooa 100 mA iOO p^to p« Hoaomd. 


000070 for 

ohall doponA 
lotali ao olno 

orlthaotlool 
100 ptfto por 
Bodo whoa thr ; 

ihlli ihli ixirilM if JaddMMd latilvlBc • didattlM fTM thi , • 

•Tifidi li • dMaiitoa ttM thi dhiiiitlul iinr. Id li ui l« 
fr- thi *«. ««,. dlMi Mlthir «l» .oliMi M iMpllMM, 

iiMf for thli tfpi if haiiiiM Thli fMt •M*diaaltII5*IitL?iSM*!i^**i’' **“* 

i»ii Midi if hi,» »M, MdMiu imimm u di“4iSi'.nitiidiS mSlu ” 






It muft U t2ad«r«iood that thtM rttoaMadatloM for Initial atondarda 
for axaralfli^ tbi raqnlrad Jndfaaaat la aaaatatlon altik Hit araluatlaa tf dapoalta 
for pnernaat it pralixtlaaijr la aatara aad. ttiorafara» aalijaat ta fatara altaratloaa 

oa tha taaia of aatual aaat naltlaf raaalta* 

It aheuld alia ba alaar that at/ calaa aatabllthad aa tha raaalt af fdtuji 
maaa naltlac vhaa tha raflaarj la aat la oparatlaa will aat ha avallahia for tha 
porpoaa Intaadad « thdt af aorarlaf aaoaaaarj vaata^aa af praaloaa aatala^ laoorrad 

la tha raflalnff of dapoalta* 


✓ 


I 


Mr« R«ddith 


Dm. lit 


Fron Phillppoif 

QRains bars 

Net gains prerioualy reported to you (Hareh thw Sept. 1958) - - 1.765 Tr.O*. 
Ootobsr • Needed by N ft R « - • llt.982 



.9ia 


NcqreBba:* - Needed by M 6 R • •11,979 



Seine (March thru Noreifiber 1958 - P.Ir. 1959) - 
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Decenibsr 16, 19ij8 


I-EIICRANDUM 

TO : Charles M. laUer, Superintendsnfc 

Melting and Refining Division 

FROM J Alma Ko Schneider, Superintendent 

SUBJECT : Bureau report on receiving and weighing deposits 
and related problems <> 


All officials who have information with respect to handing de^ 
posits at this Mint are being asked to prepare a memorandum to 
Lsist us in maicing a reply to the report recently received from 
the Bureau of tho Klnte 

As Superintendent of the Melting and Refining Division it has been 
your responsibility, as a protection of the mstituvion s v^ues, 
to make Lre insofar as possible that as much bullion J^ken into 
yotir accounts as depositors are paid for. All of the bullion \foich 
has been purchased by this Mint during the last thirteen years has 
been receipted for by your division. 


Your division also maintains the only account for deposits, which 
is broken down to determine the amount of bullion due fr^ deposit 
bars, grains, and assay samples. Since your division maintained 
the only grains account in the Mint and therefore alone inform 
mation as to fluctuations between the account and the grains bars 
delivered to you, you are our only source of information on many 
of the matters respecting grains. 


We would like to have you feel free to furnish any information you 
can which you think will make our report more complete. However, 
we should like to have specific answers to the questions on the 
attached sheets. 


^^perintendenfe 






GElAroS 


la Upon 'eiiat basis did you approrre the monthly and yearly overages 
ani underages ifdiich hrjd existed in your grains account since you 
bcceiie the head of the I-Jelting and Refining Division at Denver? 

2o Did you have any reason to think the flizctuations during this per* 
iod liere dtie to ovorpayinents or underpayments to the depositor? 


3o Vfiien, if ever, did you report these fluctuations officially to 
the Superintendent cr head of the Deposits Division of this lUnt? 
If you did not officially repoerb the fluctuations, not? 


Ue Why did you refrain from reporting the 25 ounce difference in the 
grains bar in July 1957, and then wait until the seven month dif>» 
ference amauntod to ii5 ounces before making an official report? 


5® Why did you report this incident, but none of the other fluctua® 
tions in the grains account? 


6o What, if anything, distinguishes the fluctuations in the grains 
account in tiie fiscal year 1958 from the monthly and annual ones 
^ich had previously occurred during your tenure at the Denver 
t£int? 


7o Do you now disapprove of fluctuations in the grains account, suxi 
if so, why? 


8o What do you consider a reasonable and prqper fluctuation monthly 
in the grains account? 


9o Were you aware that ‘'K“ grains have been added to the grains bar 
for mangf years? 


lOo If not, what did you consider to be the source of the grains in 
the grains account, such us a 97 ounce gain in fiscal year 1950? 


Ho What did you consider to be the reason for the various deficiencies 
in the grair^ account, s\ich as the one for the fiscal year 1957? 


12 o What suggestions do you have for improving the handJJLng of grains 
and accounting for thorn? 


mss MELTING 

13* Do you agree with representatives of the Bureau that mass melting 
has long been recognized in the Mint Service as a means of check* 
ing upon the accuracy of wei^ts and assays on deposits? 


lUo Why didn't you mass melt deposits from 19U6 to 1958? 


15<. Were the deposits mass melted irx 1958 the same type as those mass 
^lelted previously? 


l6o In determining the results of the mass melting for 1958, did you 
give consideration to the bullion ^fliich escaped into sweeps and 
into the cottrell precipitator? If not, what was your reason? 


GENERAL INFORMATION 

17 o Do you have ary other pertinent information which should be in¬ 
corporated in our report? 




U£c i-i 1358 


O. f-.C£ CF 
WJPERINTENDiiNT 


A S. mNT AT OEH¥EM 


18, 1958 


Mr liill 

dvperiat^adMkt 
Ualtfld States Nlat 
Basrar, Colorado 

Saar Madaa: ^ 

Bafaraaea la aada to your lattar of Baeaator 15* 1958* ragardiaf 
praparation of a raply to tha ■Boport om_»aealTliit ^ .Wal«hla« Bapoaita 
and Balatad ProYtlaaa*, datad Saoaabar 3* 1958. ^ 

It la raqnaatad tl»t aach official or aaployaa rafarrad to In that 
raport prapara an Indlrldnal raply* to ha algnad hy hln, corarlag aach 
aaetlon of tha report vhara ha la rafarrad to. Ibr axaapla: 

1. Mr. Baddlah la rafarrad to on pa«aa 1 and of Mrhlhlt 1* 
paea 3 of Bzhlhlt 2, and aararal other placoa la tha 
raport. Mr. Raddlah ahonld prapara a raply* to ha algaad 
hy hln, coTarlng aach aaetlon of tha raport vhara ha la 
rafarrad to. 

2. Ifr. Millar la rafarrad to on paga 1 of Bshlhlt 1, and par- 
hapa alaavhare. Ha ahonld prapara a reply* to ha algnad hy 
hla, eoTorlns aach aaetlon of tlna raport vhara ha la 
i^afarrad to. 

3. Ifr. Fhlllppaa la rafarrad to on paga 4 of Bihlhlt 1* and 
parhana alaavhara. Ha ahonld prapara a raply* to ha 
aignad hy hln, eorarlng aaeh aaetlon vhara ha la rafarrad 

to. 

In antelttlng tha aignad atatananta af aaeh Indlvldnal, aa rafarrad 
to ahora, yon nay daalra to anhnlt ytjnr orar-all eonnanta ragardlng tha 
antlra raport. Flaaaa alao Indleata tha aetlon taken to Inplamant aach 
ona of the eminlttaa'a raconaandatlona. 

X will appraelata raealTlng yonr raply at tha aarlleat poaalhla 

data. 







December 19^ 1959 


'1 


I 


MEMORANDUM 
TO t 
FROM 

SUBJECT : 


Mrs. Alma Ko Schneider, Superintendent 

Richard L. Merrill 

Msmoranduin on Handling Deposits 


I entered the lC.nt Service in 193U as a Junior Assayer, was promoted 
to Principal Assayer*s Assistant and then to Assistant Assayer in 
I 9 UU 0 I served in that capacity until August 1958 when I received 
the appointment as Assayer» 

During that time I was connected with the assaying of bullion deposits 
Never was there any change or tightening of assaying procedures or 
results o The depositor was paid the same in 193^4 as he was in 1958 o 

There were never any requests made and I have never asked that any 
assay be made idiich vxould favor the depositor o It was always under<= 
stood that the methods liiich we euqjlcyed ga^ the depositor a fair 
return but that a3Ll fractions or any errors in method accrued to the 
benefit of the Mint and were sufficient to enable recovery of the 
bullion pziid foro Results of comparable bullion in mass melts in 
1958 and in 1935, 1936 and previous years, show this resulto 

The bullion was assayed to the best ability of the men involved, and 
then paid for according to the regulations o 

I was always led to believe that the above practice was followed by 
all the other Mint institutions, and until recently had never heard 
of making reductions to provide against a loss in the Rofineryo 

In the report of the Director's Committee, received December 8, 1958, 
the statement that depositors of low grade bullion have been overpaid 
is erroneous o The proof stated in the report is the compfirison of 
mass melts made in 1935, 1936, 1937 and 19l*0, with the mass melts made 
in 19580 

The mass melts of 1935, 1936, 1937 and 19ltO were small deposits under 
100 ounces In weight, of low gold content and having many different 
kinds of base material (21,080 bars making 61 mass melts )o U05,713ol:0 
ounces book weight of these mass melts produced a gain in wei^t of 
I25o01 ounces, and a gain of l65o66U ounces in gold content« The only 
material melted in 1958 comparable with the above mass melts were 
melts 31 # 32 and 35 (320 bars « 3 melts)» These resulted in 12,862oi40 
book weight, 3 o 06 ounces gain in weight and 6o222 ounces gain in gold 


contante These figures were projected to the gross weight figure of 
thQ mass raelte of 193$, 1936, 1937 and 19i|0, gave 96o52 ounces gain 
in weight and 196<i25U gain in gold content« Certainly using cougar® 
able bullion gives more accurate figures than the report stateso 

In the past we did not mass melt large bars with suitable base con« 
tent, as was done in 1958© There can be no comparison of large melts 
of such bullion with the mass melts of 1935, 1936, 1937 and 19 J 4 , 0 © 

In assaying small bars of high base content, the depositor is probably 
underpaido This is duo to the deleterious base materials ^iiich may 
©aizse small errors in the assay© Such errors always accrue to ttio 
benefit of the Mint and never to the depositor© In our methods high 
results are almost an Impossibilityo 

In checking the mass melts cf 1935, 1936, 1937 and 19h0, mary losses 
in individual melts in gold content are noted as well as gsiins, some 
much higher or lower than the average gain or loss© Then a total re¬ 
sult is taken for con^jarison. Never in the report is it 8ugg«?tod 
that where there is a gain larger than usual, it be dropped out of 
consideration as in the case of melts 29 and 30 of 19^8© 

If it is now necessary that the Refinery be given an additional raar-=» 
gin on the better typos of bullion than is provided by reporting to 
the lower J of one thousandth, this will be provided by the Director's 
amendment of December 5, 1958© However, the statement in the report 
that since 19itD there has been a change in assaying procedures in 
Denver to favor the depositor is not correct© Wa follow the same 
methods and procedures now as were in effect in 193iio 


(SignedT~R^^1^SH3ir 




December 22, 19$8 


KEMCRANDUM 


TO ? Mrs. Aajoa K* Schneider, Superintendent 


FROM : Walter J« Judge, Assistant Superintendent 
Coining Division 

SUBJECT t Report of Receiving and Weighing Deposits, and. Related 
Problems 


I received a temporary appointment as Jr. Assayer on December 17# 1928, 
a probational appointment as Jr. Assayer on May 1, 1929# designation 
chamged February 1, 19U1# to Principal Assayer®s Assistant, then to 
Assistant Assayer, January 15# 19U35 Acting Assayer for a period 
of six months or more during i9U3# appointed Assistant Superintendent 
of the Melting and Refining Division August l6, 19Ul*o Served in that 
capacity and also as Acting Superintendent of Melting and Refining 
Division until December 1, 19U6, at which time I received appointment 
to position of Ist. Assistant Superintendent of the Coinirig Division, 
^ich position I have held to date* 

The only connection I have had with deposits and deposit procedures, 
outside of the assaying and sampling, is acting as Assayer «s Calcula¬ 
tor and maintflini.ng the deposit abstract for a year or so in 1929 and 
1930* 

During of my assaying experience at the Denver Mint I have never 
reoeived a request to tighten up on the assaying of deposits so that 
the depositor would be paid for more material than ho had been paid 
for previously, nor have I ever done so* All assays have been reported 
on a strai^t arithmetric average. 

To the beat of my knowledge, the established practice of weighing and 
asscying of deposits has been sufficient to provide a working margin ’ 
for the Refinery to operate on without a loss, 

I have never heard a con?)laint from the Superintendent of the Melting 
and Refining Division to the effect that the assays on Denver material 
were too tight for refining operations. 

It would be enlightening to have a breakdown of the amounts of differ¬ 
ent classifications of material processed through the Refinery for a 
period of 3 rears. Denver deposits, as well as Seattle and New Orleans 
redeposits, have been processed throu^ the Refinery for a good many 
years during which time the Refinery has operated with a gain* 



‘’^“t Seattle 

ware reported on an ann+hYn . close, showing that their assays 

.clentSif dete^So^ i" ‘•'e 


(Signed) 



WalteiTjT'j^j^c“ ~ 
Assistant Superintendent, 
Coining Division 




Toi 

Proaf 

Sttb^eoti 


Mrs, Aln» K, Sohn«ld«r» Sut)«riat6ad#nt 

W* 3, JohnsOB, Doposit Melter, Cash & Deposits Division 

Deposit Rooeiving Proooduro 


Sinoe thoro has been a general review of the depo-it prooedare in this 
division, whioh inoludes the work oovored by ny sootioa, I wish to nake the 
following stateaents, 

I entered the aint service on August 51, 1934 and was assigned to the 
Deposit Melt Section in 1939» Except for ny nilttary servioe between Deoenber 
1942 and October 1948 I have been with the Mint during this entire tiae. After 
the rotireaent of Mr. Robert Clark on Deo. 18, 1948 I was promoted to the 
position of Deposit Melter, which oorrespeods to the geneml title of Foresaan. 
Previous to ay appolateant, I as uaied charge of the sootioit when Mr. Clark 
was on annual leave. 

In sjy wertt, all depeeits are weighed to sso before swltlng, and after 
melting is eoapleted 1 weigh the bars back to the reoolvlng clerk. The 
weighing procedure has not been changed during the period of time mentioned. 
TTeighlng has been oonduoted In a most exact mamer In aooordance v/lth the 
regulations, and a swing of the needle is taken on eaoh deposit to proteot 
the govemnent against aqy overpayment. 

I served under Messrs. Stoddard and Clark as ay ioowdiate superiors, who 
iastrueted me in the physical operations, and under Messrs. Speooer, MeQlnness 
and Parry as heads of the divisloi, and am presently serving under Mro Philippua, 
undor whooi I have 3:freed sinoo the middle of 1985. I mm say that at no tljM 
was I ever told to tighten up on the weighing prooodures so as to favor the ' 
dopes it on. 

As to the ^uffloienoy of the weighing px^ooedure to enable the Mint to 
recover all the bullicB purohased, it has alwasy hoen sQf understanding that all 
metal purohased was meovered by the Melting and Rofisiiog divisions Z have had 
no reason to uppose that the Mint a saying and weighing prooedures failed to 
prodaoo sjoh reeovery. 3o far as I know, no one in ths divisica ia which I am 
employed has ever mde ai^ effort to violate th» laws and regulations in regard 
to deposits or otherwise. A scrupulous effort has oonsistontly been taade to 
follow all the rules 0 

As to the monthly grains bars, these have beeA made up aeoordlng to a 
procedure la vogue dating prior to sy assoeiation with the MLat, and in whioli 
method Z was instruoted by ny superiors prior to assuming charge of the Deposit 
Melt Room. Z understand this aooount in the MAR division has fluctuated 
monthly without any alarm being expressed as to being over or short. The only 
information whioh has cone to me from time to time iw whom I have asked for 
information regarding this aooount from saao MAR ai^oy<fe, but suoh Inforamtlon 
has not always been available to me. 




• \ 



?©« (llrdo) Aim So)m«idor Datvi Dtoonbur Zt^ 1900 

3uporiat«adexit 
Fz<€ai Qian U« fioodrea 


Ilsiroh 12^ 1954 Z ontorad ‘^er^oa at the 0* Uintj^ 
Denver^ Colorado* The '^aooad vreels^ the respoa'lbillty 
for the welghHaSp recoivdngi, ooaputiag and ’Storing of 
dapo'Jit'* and reodopo'^lt*? transferred by the ’.Vaigh Cleric 
to the M 4 R Departaent wa4 glToa ae» Presa that tim 
until July 1941, when I vras promoted to As<^istaiit Aoaountazkt 
and Auditor^ the abe7a were scrae of ny duties o ?iaee 
the lattor date those duties wore perfonad by Mr, Arnold 
and upon his rotlreoant by Mr, Morr* The period^ March 
1954 through June 1941, deposits were weighed In the 
sase earaful way and to ny knavledge 1 aerer aooo'pted a 
bar short relght* 

i 

Pluetuatiflos la the grains aooount, to knowledge, 
have oooarred each aoath slnoe 1 started with the M 4 R© 
fieports on these fluotuatlons were and® to the Superintead- 
ent of 'M 4 R* 

Grains aeoouat fluotuatlons for July 1967 were re^ 
ported to the ‘5uperlntendent, M 4 R in August 1957, 
as the grains are aelted into a bar, weighed, aooeptod 
and eoaputed after the close of deposits for the previous 
aonth* Qraias account balaaoes were reported la August 1967 
and eaeh suooeedlng month to the Superintendent* M 4 R© 



Dtoeab^r 2Z, 1950 


TO I Ut3» Alajft K* Sotnoidar, ^uoariAtacden^ 

FROM* A. L» Phllippu3, Haad, Ca'?l» & Daposits Division 


‘5UBJECr t Buraftu Report of December 5^ 1956 

(1) '’ReeaTOBdatioos - Page 2" "both U * R and Cash & Deposits 
Divlsi<a<j to review graias aooouat at end of eaoh month ..." 


Such a system should bo installed at the earliest possible date. 

I regret to note that the Committee offered no definite suggestion as to the 
^sten to be installed. I believe the MAR should report to the Cash 4 
Deposits Wvision, at the end of eaoh month, their findings, so that the 
latter division can maintain a olo-? eonparison of the grains account 
V M & R and the finding’ in the Cash * Deposits Division. 

ah! * D®po'’its Division ha* been entirely in the dark as 

to status of this account, and failure on the part of the M 4 R to 

T, ooaclusioa that Ul was well with this 

Sole responsibility of thi’ account rests in the M 4 H division, 

.^ei^er, a ^thly report has been requested from that divtsl* «d a sysi«a 

oen se up in this division whloh will give approKioate monthly computations., 

(2) "Cash Md Deposits"taoooBfueodations on page 2 of Report) 

Cash and Deposits Division employees should do a more oareful Job 

swings in order to prevent overpayments, ® 

oonfliot between this provision and that oontained in 
the Director's Letter of Dscember 6 (saw date as the re^rt) 

Tl» latt.r 1> )„iae put iM. effuet h«w«r. 


la till* ouaBuMiuB, ths ftllnriBg dutamiaatltas ura talne urasantaa siu>na,r 
sain. « dap<»it bar, baaad « aaaa laaltlng. far aa^arll 


(») 


Year 

2936 

193S 

1837 

1940 

1958 


yp. Bars 

8.671 
6,959 
4,887 
559 
838 


Gross Gai a 

54^24 
27.64 
39.08 
4.80 
10.98 


Avge, Gain per bar 

.00625 Tr. 0«. 
.005972 
.0079864 
.008228 
.01813 


ISS. mala aaltlBg'i, tba fallaMng ra-’ult Is abtalaad. " ^ , 

.oaesoM (Pra«i 9 ,ii, .01 pap bar 

or oa^hTbast**^ “rkid"* lJ*th*^*** »»» 

la graatar bbaa for thosa yaaps Iha 2?* /•»” liatad. 






Pagd 2 ^ Cash & Daposits DivisloB 


"Raconmandatlons Hos* 5 & 5”, Tha'o two tlo ia togothar, 

la ortior to avoid any ovorpaymont for dirt^ slag^ oto*^ the praotioo 
of oloaniag up the grains by making theia into a oloaa button was instl*" 
tutedo Re alts hav© been carefully tested and the grains account has 
shoim gains. It wojld aopear that the slij^t work involved In this ©per« 
atioQ fully ju-stlfles the preteotiwi against ovorpaysujnt by the govamaent® 
In fact when Mr# hoi’^ser fir*t exandnod the’o buttons he wa-* quit® im- 
pre'sod with th® procedure# ^Ke do not know v/hy his opinion was reversed# 

Xt would seca that a asathed of guo-s^Tork as to grain weight would b® far 
less reliable# 


As to the grains account« it appears that the exact opemtiOK 
has been fully understood only by few. Proa praotloal standpoint (, th® 
gold content of the grains plus samples plus bar wights should equal 
the gold oontent paid for# now find that the actual grains bar account 
has fluctuated from year to year# soBOotimes Vaing over and soaaotliaes being 
dofioienti, but never exactly as paid for# Thsso differenoos have appeared 
m annual Settleioexst reports from the U & R to tho Coamittees^ and have 
apparently been sanctioned by the Settlement Cocimittees^ the Bureau of 
the liint^ and tho General Accounting Office# 


Since tho account is carried solely in the M & R Blvislen^ it has 
apparently been considered, an ’’over and short” aocouat# similar to suoh 
accounts carried la banks^ with offioial approval# How muoh tolerance 
does the Bureau reooizaiend as leeway in this account? . 


The follcstrlng variations have been disolosed ia p«;st years g 


End of Plsoal Year 1938 
July ” 
Aug» " 
Sept#" 

Four months • Total deficit 


deficit » 9#3da Tr« Oz# 
” 8#432 

Q 6#783 

Tr# o»o. 


Fisos.1 Year 1939 ended with a defiolt of 8#991 trey ounces^ while 
1937 ended v/ith a deficit of 4.248 oie^ceso Large urpluses resulted at the 
end of the following fiscal years : 

ISSO •» 97#444 Tr, Os# 

1949 - 62,393 

1947 - 4b#444 

1948 « 43.273 


Augu3t|> ^eptember^ October and Hovamber of 1942 eaoh ended with 
the follcvrlng deficits i 4#lfl# 1,789^ 4^917^ 9#236» K Grains have bean 
added to the regular grains during every year for whloli records are avail¬ 
able# 


**Reocmmeadations” (4) (&) (s) (7) All these are related# 

VUe now foIlo\7 the practice of depositing ead«of-the«aanth ’’K-Grains” 
into a "Surplus Bullion Recovery Bar^ in aooordanoo v/ith tho expression of 
the Cooalttee while here# 


SidistejKtial quantities of S^Graias have been added ia the past« a 
few illustrations beings 

1948 - - » 211.79 Tr, 0»# 

194fi • - » ?.tR AC 



Pag® 8 '«> Ca'^h & Daposits Divls&ea 
’’R«oo^iidatlo»9" (9) Thi-t tl«9 ia with Exhibit 8o 

^ ^ ^Pi*artic« of adju'*tlag Hoao'^take aftorqmoltiag ivoight^ with oaaulQg 

Thlc Exhibit 5 i9 ^cnethiag of a ny^^taiy to aso I hav» diaousaod 
this matter with Mr® Johnson (Depo-’it Meltar) and he inforaa me that at 
no tiiae haa auoh a practice been followed® Apparently the Committee ada-. 
underatood the faot^ liere* vyhlle he adralt" that cm rare oeeaaioa^^ when 
the after^ltlag weight of a Homeatake dopo<!it has exceeded the beforoo 
molt weightfl a small portion of the grains haa been r<»ao 7 ed^ this portico 
having been added to the K-Gralaa and not to any subsequent deposit® 
Hmtfever^ this praotiee haa been eliminated and any ©xces« in aftor-cnelting 
weight is being reported for the benefit of the deposlto»o 

Exhibit I* i 

Exception la taken to the deflalte atatemont '*because of over* 
paymonta since this is a "oonolusloo arrived at by tlie CcBooittee and not 
a proven fact* Pag© 4 of this Exhibit (pw® 6) admits the ’’shortage" as 
Jelng unexplainedAlso on page 5 of BxWbit oaro the stateatot 
IS made that dopoaltors "oould* have been overpaid. 

Page 6j Exhibit par. 2^ also stated t "it would be impossible 
to establish ooaolusivoly any particular depositor was overpaid for his 
gmlna ^ whereas page 7 (snm Exhibit) states "the Corcnittoe conclud es 
that the shortage" in the grains account resulted fre® overoMr^^TTe 
depositors." ^ 


Exhibit par. 6, also par® 1 4 2 of page 4« 

*3ine» the taclusien of the "K-Oralas in the monthly grains bars has been 
a standard praotioe as far back is records and memory are available it 
*'*^?^^*i?**° woll kaoivn to the Bureau Auditors who exasslne Misv® Procedure 
periodically. Records available back to 1930 show the^e K^Oraias baina 
^ded. No sy^^ten has ever been e-tablished la the Cash and Deptssits dL 
vision nh9feby the grains have been oomputed. although the oatir® account- 
int system haa boon reviewed from time to tiraae also by the General 
Accounting Offlofi„ a completo survey wa^ nade in 1953 with numerous 
recomendatioas suomltted under the DirecterOs letter of January 6„ 1964. 

No Chang© was njado in handling th© grains in this * divia ion. 


After the alleged "shortage" was reported by the Supcriatoiidoist 
rf A Refining Divisiem on February 11 „ 1968 (7 months after 

the first defloion^ was computed by that division) an int^sive invest!- 

* Deposits Division ia oon- 

Assistant Superintendent. Various measures of proteotins 
the grains f rim eny coataaination were instituted. The Investigation cov-^ 
ered considerable time. The only plausible explanation of the alleged 
shortage is that for some reason, spillage or otherwise, osrfe of the ‘ 

aixed with the K^rain material, and that they-irere 
subsequently recovered froa that source as evidenced by a surplus in th« 

fiscal year. Part of the K-Grains vo^ 
doub'todly Included ^h©3o missing grains. 


V n latter part of the fiscal year, separate assays of 

K»Gralns from regular grains, revealed that the regular grains stood 
without any other material being added to produem the gold required. 
An analysis of the October grains made while the Comalttee was here 
closed a gain of *941 troy ounce on the regular eraln*^ * 


diso 


Page 4 «* Cash & Deposits DiylsioB 


Exhibit I 0 page par* 3* 

This paragraph is somevrkat azibiguous in the wording Vho explained the 
"shortage” ooourred as desorlbed”* If this means that the ^aanittee explained 
the "shortage" as deseribed, it is eorreot* If the v/ord "wte" refers te 
Phiiippus and JohnsoOf, it is iaoorreet since neither of these two were in 
a position to eonfim the said shortage olaiaed* The olaia is made on 
the basis of M & R records* 

firhibit 2a 

The praotioe of adding material to bars in oertoia instamoes where 
a slight drop in weight was found when transfering bars to the & R has 
already been disoontiaued* It has^ how6veri> been noted that at times ^ 
drill partibles^ or burrs^ remain in the hole- drilled by the Assayer* 

These may fall out in handling bars^ resulting in a slight drop in weight* 

The origin of this systea probably started beoause of this, 

Bxhlbit-l,page S« 

This shows (a) Grains paid for (b) Grains melted^ and (o) approximate 
amount of Treasury surplus bullion totaling 484«84 ouacoSo This is arrived 
at by deduotlng the Bcoh Weight of the Grains (74C^d oxo ) from the toSmS 
• weight of the grains before Belting^ and ignores the fact that the gross 
weight of 1^226 02 « (before melting wei^t} includes gold coins which are 
always inoludod in the grains bar^ before melting* Furthernoree an 
"estimate" of apparent K<«Orains is made for the months of October l96f and 
February 1956^ i.e* 30^00 os. and f6,>00 ot.) 

The footnote on this page admits that it would be diffieult to establish 
^he exaet amount of fine ovaoes of gold oontaiaed in the K<=Graias since 
the K<=Graln fineness is unkncsm* 

It is the firm opinion of those ooneeraed with the grains in this 
division that any allegation that any laws have been violated is entirely 
erroneous* 

As to any overtime devoted to the oleaning of the K«Oralns^ wider the 
administration of Mr* Warren^, Assayer^ a Jig used for this purpose, was 
dismantled* Ur. 'lV<irren was under the impression that a new piece of equips 
ment would be acquired• However, due to laok of funds for this pux*pose 
this did not materialise* It was then deoided to wash them by hand, whieh 
neoessitated seme overtime* This was part of the work of the employees 
of the Deposit Melt Room and oonsidered more practical than to have suoh 
work interfere with the operation of deposits* 

It might bo pointed out that gold is oontinually going ioto the 
Cottrell System from the Deposit Melt Room to the Credit of the M 4 R* 

In fact the U 4 R has recovered gold from the Cottrell ‘System when the 
Refinery has not been operating* Therefore, it may be advisable to give 
thought to working out a pro-rata '^y^tea whereby part of this recovery 
will go to the credit of the Deposit Melt RocB,,thus crediting the 
Treasurer with the proper reoovezy proeeeds from this divislono The 
H 4 R presently Is benefioiary of this reoovexyo 



P«.g« f <» Caili ft Dapos^t Diyislcc 


(tea mora pha'ie on xiim ”K«=>Graias"» The raguletloa^ require 
tha deponitor to be paid for all his gold, including "scrapings" 
froa tha oruoiblas* This poses the quastion ns tO'Whethar tha 
govanaaent actually is aatitled to the "K-Orains*. • If thi* pro- 
Tision of tha regulations were folloered to its ultiaata eoaelusiea. 
raooreiy of tha grains trould graatly raduoo the life of tha oru« 
eiblas. scBM of which cost as auoh as $28«2d.. Tharefora reason* 
able soraplngs hoTc boon talcczia 

If tha oruoiblas had been serapad to raaorar all tha gold, 
tha grains would hawa Ineludod oonsidarabla quaflfciilas of slag 
or graphite, with ro'^ultant daiiaga to tha orueibla«. As stated, 
this would introduoa largo quantities of law«>grada oatorial into 
the grains <> An ostinata ooold than only ba made as to how auoh 
gold tho grains oonto^jxad. 

. Contrary to £-Oralas In tho grains bars being a loss to tho 
gbharaaaot. K<=<}rain lootorial has bsan a gain# 

The eaployeos in the Deposit Ualt Rooa haTO apparently always 
oofididarod Ke^jraias as baloaglAg to the regular grains. Thera 
appears to bo no defiaito lino of donaroatioc as to when soraplng 
of tho oruoiblas should oeasa# K*arain satariaS then is auiterial 
for which tho depositor has cot been paid, but would hare baanc. 
had tha scrapings bean doapor# 

A oaraful axaoinatica of tho records awailabla sinoa iSSd 
shows no ohanga whatever in procedure in the handling of all tha 
grains in the divlsloci. and shms flvetuatians frca month to ' 
month and year to yaar# I^^^raias have been added to the regular 
grains bars as time has permitted* 
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MEMCRANDUM 

TO : Alnia Ko Schneider, Superintandent 

FROM : Bruce Bo La Follette, Superintendent 
Coining:. Division 

SUBJECT : Comnent on iieport Director's Connnittee on ‘'Receiving 

end Weighing Deposits and Related Problems, United States 
Mint, Denver, Coloradoo" 


I a Juri-or Assayer in the Assay Department of the Denver Mint frcci 
February 192U to October 1925o During that time I performed the dutiea 
now performed by a irincipal Assayer's Assistant in connection with the 
receiving and assaying of deposits and the assaying of all types of 
material incident to Mnt operationso I left the Mint Service in October 
1925 and worked in the mining industry for seven and one-iialf years, 

I was appointed Assayer of the Denver Miiit in 1933> ^nd served in that 
capacity until early in 19hh when I was appointed Superintendent of the 
Coining Divj.sion, and have served in that capacity ever since. During 
my tenure as Ass^er I was, of course, responsible for assaying methods 
''and the reports made, 

Z sat in on the discussions with the Director's Committee during the 
period September 29 through October 2, 1958, at your request, as a 
technical advisor because of ray past experience in the Assay Division, 
These discussions concerned the receivitig of deposits, weighing, asssy’= 
ing, refining and related matters, Tne Ccsnrltto^'s repOTt to th® 
Director, with letter of transmittal dated December 5, 1958, was received 
by you and a copy handed me for any cannient I wo ul d care to make. 

In regard to the paiii of the report covering the handling cf deposit 
grains, I have littJn comment, I have not had direct contact with these 
matters for nearly 15 years and ny memory of detail is not clear, I 
remember assaying the monthly deposit grains bars and that ad;Justraent 
had to be made for gains and losses in the grains account, recoT-,- 
lection is that this was done by adjusting the wei^t of the individual 
deposit grains during the month following the determination of the sta= 
tus of the grains account from the Melting and Refinirig records. 

On page 3, Exhibit No, 1 in the tabulations of "Comparison of Grains 
Paid for a«i Grajjis Melted for the Fiscal Year 1956" the gain in gross 
oimces of grains melted over gross ounces of grains paid for is tabu¬ 
lated as the "Approximate Amount of Treasury Surplus Bul li on Added," 

It is not necessarily so that all of the gain is Treasury Surplus Bul¬ 
lion added. The fineness of the grains of any given melt is almost 
invariably less than that of the bar. The only way this can be offset. 



since the grains ^e not assayed separately, is to reduce the actual 
weight of the grains froir each deposit hy an amoxint sufficient to 
coiTg)en3ate for the Itn^'er fineness. This practice results in the gross 

monthly grains bar bein^T greater than the accumuleted book 
weight of the individual grains. 

Conclusions No. 3 and No,!* of the Comnittee report concern overpayment 
to depositors of low grade bullion and clianges in assaying and weigh- 
Mg procedures in favor of depositors, subsequent to 19U0, This was 
the area of the major part of the discussions with tlie Corunitt^e prior 
to their examination cf the Denver tint records. 

discussions developed the fact that no ”Assfyer *3 Discretion’* has 
been exercised at the Denver I^Lnt to adjust technically determined gold 
assays downward to insure that no refining loss would occur. 

I wish to confirm that d\n*ing ny tenure as Assayer from 1933 "to 19liU 
all gold assays were repoi’ted from technically determined results, the 
^ithmetic average to the nearest l/U part per thousand downward being 
taken. I know this was also the practice during 1921j and 1925 when 
I was a Junior Assayer, as the assay repcpts were completely prepared 
in the laboratory and taken to the Assayer for signature only. 

It was always considered that the pick^^up in gold as a result of averag"- 
ing assays and reporting to the nearest l/U point downward provided 
sufficient margin for the Refinery to operate without a loss, I was 
never requested to make a change in the assay determination or report 
either in favor of the depositor or in favor of the Mint. The problem 
never presented itself because the Refinery was having a satisfactory 
operation. 

The Committee concluded from the results of the 1958 mass melts that 
there have been substantial changes in assaying procedures in favor 
of the depositor since 19ii0. I have talked with fft*. J'lerrill about this 
point aiui he as9uz*es mo that there have been no changes in assaying 
and reporting procedures since I left the Assay Division In 19mt. 

I recall that during the 1930when I was Assayer, we had large num« 
bars of high base industrial scrap deposits, mary containing white gold 
alleys. We standardized the gold assay method used on these deposits 
to include all jewelry scrap deposits. Without going into technical 
detail I describe this method as involving the use of one«half the nor¬ 
mal assay charge and adding proof gold to dilute the base, later de¬ 
ducting the weight of the proof gold before making the final calcula¬ 
tion of results. This method resulted in more concordant assfys and 
reduced the number of repeat assays. The standardization of this method 
for all jewelry scrap deposits occurred dxiring 1938 to the best of my 
recollection, I do not believe this had material significance in favor 


of depositors. Refinery runs continued satisfactory and the mass melts 
of 19U0 held up all rig^it. 


Whan I e«*dnad the figurea on page 2, Exhibit Ho. I*. 

of Maas MeltinKe I wan puzzled as to the reason why there was so 

fifS^er^ ^'^en the Zss melts of 1935, 1936, 1937 ^ 

mass melts oi’ 1958, I looked through seme of tte Assayer^s records of 

those years ani also the tab^llation of the individual m^s melts, I 

condoled two factors were mfiiiOy responsible for tM.s difference: 

(1) the mass melts of the 1930*3 all contained a large nu^er of smal.. 
bars, and (2) a considerable portion of the bars going xnto the mass 
melts were of very high base contento 


Regarding the first factor, the swing of the balance, at least 
nearest ,01 ounce downward, was taken on each of a large 
small bars making up each melt. This wouM accu^^e to a 
weight pick=up than the same factor in a mass melt with relatively few 

bars. 


In regard to the second factor, the assay of gold deposits extrmely 
high base content results in low assays because of greater losaea ^ 
cupellation of the assay charge as conipared with the proof, fds mater¬ 
ial is then massed with higher grade material which increases the gold 
ani decreases the base content. This results in more normal assaying 
conditions for the application of the proof and a more accurate gold 
assay of the mass melt, x%s8 melts No, 31 and 32 of 1958 containing 
27 L bars of Jewelry scrap are similar to the type of thing I am talking 
about. Here there is a gain 5,890 fine ounces of gold on a book weight 
of 12 , 308,53 gross ounces# 


As to the Joeten bars, I am frankly surprised that these 17 melts showd 
an overall less rather than a gain. The recoid does not show mass melt¬ 
ing of large bars of this kind in the past and so there is nothing lake 
this to compare with. The picture ini^t look considerably different 
had the Josten deposits been received in the form of mary small deposits 
rather than largo ones. It is noted that more than 1/3 of the loss on 
the 17 Josten melts before the final cleanup occurred in Melts No, 2 
and 3, This indicates the possibiUty of error in these melts. The 
Coinnittee report states a Biml.lar opinion in regard to mass melts No, 29 
and 30 , which showed excessive gain. 


The thought occurs to me that electric furnace melting of the 1958 maos 
melts might have influenced the comparative results, Ttie mass melts of 
1935 through 19h0 were made with gafl«fIred furnaces. There is a possi-* 
biliiy that greater losses up the stack occurred with electric furnace 
melting due to the turbulence of the molten metal in the furnace cinicible. 


I agree that periodic mass melts should be made in the future to keep 
current on the relationship between deposits and mass melts so that ad¬ 
justments can bo made when necessary. 


Bruce B« la PoMdtA<^ 


(SlRnod) 






lNiooml-«ir 23# 19^6 


TO t AIim K<. So)ui«id«r, &up«rint«niiant 

FKa< I CJ«rli;< M. Kllltr, Snptirixit«nd?*nt 

HoXtltK * Kt'i'ininj; Division 

SUBJECT I Bui^mu i^sport on xxocsivini; and lyalghliif; dopoaita and 
r«Iit«d probltma* 

Tha Dir«Qtor*8 lattar of Docombor 18, 1958> raquoata tliat aaoh official 
or oroplo^ rafbrrad to in the "Hopoj*t on Receiving and Weighing Uapoalta and 
Helatad Kx>bl»ma" prepara an individual reply oovorlng aadi section of tha 
report vhare he la referred to«» 

On page 1 of Exliiblt 1, reforoncK* is made to the fact that Mr. Koddleh 
orltiolsed ma for not having reported tho grolna alwrtage sooner, i«e., at the 
end of July Instead of waiting until the end of January* 

The M 4 R Division maintains accounts for deposits which are biokan down 
to indioote the anounts of gold and ailvwr contained in do posit bars, grains 
and assay aamples. All of the metal contained in tJiose throe oategorlea is 
oharged to tha M 4 R Division avon though the Cash 4 Deposits Division has 
custody of the grains until the end of tlie month end the Assayor hJiS custody 
of the samples until they are eventually melted and tlw o^ist bare transferred 
to ttie H & K Divieioii as ’’Aasayer'o Dare”. An account la, tlisrofbrs, kept with 
the Assayer showing tho amount of H & R mutal held in his custody* Tho M 4 R 
and Assay Divlslona keep separate accounts covering this metal* Roprsaentativos 
of tha two diviaions periodically check with each other in order to aee if the 
amounts charged and credited in t^ch others accounts are In agroeniont. Likewise, 
tho N 4 R Division maintains a suparate account covering M 4 R mutal lisJd by the 
Cat^ 4 Deposits Division :ln Mia torn of grains* However, unlike tho Assay Divi¬ 
sion, the Cash 4 Deposits Division Ima not seen fit to keep their own separate 
aoooimt covering this grains metal as a chock against the amount of metul charged 
against then in the M 4 R accounts* 

At the end of each month, t)ie grains attributed to dej^oslts pux ohased 
durii« the month aie molted into a ’’grains bar” ly tho deposit moller. The amounts 
of gold and silver contained in this grains bor are det^armined from tlie weight and 
assay of the bar for oou^rison with the amounts charged against t^kS Cash 4 De¬ 
posits Division in the H & R Division accounts. It has boon tho customnry practice 
over a long period of timo for tlie Foreman Deposit Kaltar to call the M 4 R office 
etch month for information as to l)OW Uio amount of mutal actually contained in the 
grains bsr compares wltJx the amount oharged in the M 4 R aocounts • It has never 
been the practioe fo« h Supex*intsndent of tho M 4 R Division to convey this 

j^jbrwsilon personslly io tM !feo^ ot the fcaah 4 t^poinits T^isly » InficCJ the 

k R Uivisl^ sooounls ooraring IKsse i^'lns are Mssd on data ksrived from 
Caah 4 Deposits Division racordSu Tha Cash 4 De^ioslts Division thus having avail*- 
able Infbraation idsntioal to that available to the M 4 R Division, could, and I 
think should, keep their own grains account recorda for verification oheolce 
sgalnst N 4 R recorda and at the same tlma avoid utter dependenoe upon M 4 R 
records* * 








Notvlth8t«ndlii<: the abov#, on U» baolo of Infbrniatlon fuml»hod hy th» 

M & R 1)1 vision as n<'t fortli obovf«, the )Uistl Xioponit tieltor, tlurliui; the euoceeolnK 
month, makes suoh cdjuotmants in hio ftraino nsnipulalions us conuldsri ne^sssry 
to brirs: the sotual metal content of Ibo rtralns bar into .Une with that ohar^ea 
in the M & R aooonnta. Now, the question arlsos as to how these odjiistraente are 
nttde. Frankly, I titouiTht they wore beln<: rwde by adjusting upward or dowiwart tM 
amount of deductiomi from the weiirht of rTralns, It now a,;»pears that these adjust- 
Msnts, alwayo additive, wore beln« made by adding "K” grains to tlie gralM bar. 

At the eiKl of July# 19!>7, and owry month tlierra^ r, the Head Deposit 
was advised, in tho usual manner, rugnrdlng the status of ths i^ralnB account, it^is 
true that at the on'J oJt Ju3y,“Tl?57, tl» grains aocount wos short 5?^.870 ounoss of 
gpild snd 7 .OI 4 ouncoii of silver. Mr. John Morr, Hi*ud J4ak'j-up Weigher in tfie M » tt 
Division, Informs mo ihst Hr. Wlllisw Johnoon, Head Deposit Hsltsr in the Cash tt 
D(iix>8it8 Division^ upon baing infonwid of this motnl dofloioncyf aaowtd no 
alarm, but rather o}q}lainod thot tl»eie was soms sort of an over-lapping of grains 
bstween two sucosesive months. 

While I om not aware that I was personally infoimsd of ths situstion with 
rsspoot to tJw grains aooount at tho end of July, 1^57# i understand tliat Mr. Morr 
or Mr. Woodrow, or both, have stated that I was so informed. However, in 
oase, I oan*t see that it makes any diff»ironce because in all probability I ^ 

not have takun any action other than that which I took at the end of January, 1950• 

In the first place, during the next five months succeeding Jiay, 1958# additional 
gold dofioienoles in ths grains account amounted to only 1.020# 0.76?, 3#6q6, 6.132 
and le895 ouncesf ruapoctivalyrt Tlioo® oiwll addltlonttl daflcittnclfts occurring during 
the five months In question Indicated little, if any# dlv> rgonce from normal fl.u^ 
tuations and vore^ in ny opinion^ of Insufficiont magnltula to cauaa ono to roeort 
to luiuoual ro porting pmoticaae Ifowaver^ when tho oomewoat larger Fplxi deficiency 
of llt700 oun cea ocourttid in January, 1958, making a totil of l45«031 ounces for 
first seven w ontho of the fiscal year, I fortuitously mentioned to Mr, Reddish that 
the grains aooount wna getting out of line. 1 say "fortuitously mentioned" bcoause 
I di^*t bring the matter up in tho form of a complaint, or ae the result of any 
preconceived plan or os the result of any sense of obligation or responsibility on 
my part. I do not feel that it is my responsibility to kaep the Hoad of the Gash & 
Deposits Division InfonMod as to questionable conditions within his Division, 
particularly, when the pertinent information available to me is also available to 
him from his own records. Fto’thormore, there is no indication that any action other 
than lhal UIcon by HrTT&ddiah at the end of January, 1958, would have been taken 
if the natter had been reported at tlie end of July, 1957# since the method used 
after Januaxy , 1958, lor correcting the situation was identical with that being 
used during the previous eix months. 

On page 1, Kxljlblt 1, reference is also made to the fact that Hr. Reddish 
indicated tha t I had no reason to compLiin aljace I had received all of the metal 
due the M 4 R in the grains account. 

Ae a matter of fbet, I didn’t brj.ng up the grains situation as a complaint,. 

There was a study being made here of our deposit reoeiving and assaying procedures. 
The question of ovor-payments to depositors was Involved. After a recently conducted, 
study of the grains problem, prmplod by wlvat I ooneldered to e an unjust oondem- 
nation of roe for not having rejjorted the grains shortage earlier, I oonoluded that 
ths gxeins si tuation was seriously Involved In owi>payments to depositors. So, in 
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^ thought to be the accepted policy of full cooperation with the 
+hfl+ I ^ broi^ht up the question of over-payment for grains» I had no idea 

that 1 would be so eeverly criticized later for this cooperationo 

Mow, as ^gards the M & R Di-'/ision h/^ving received all of the metal due in the 
to. Heddish is exactly righto The M & R Division did eventually receive 
all of tto metal due, plus a surplus, at the end of the 1956 fiscal yearo In fact, 
w normally receive a sizeable surplus in the grains bar. In one year, fiscal yeaj 
1^50, we had a surplus of over 97 ounces of gold in the grains bar* 

9^ page 1 , adiibit 5, reference is made to the feet that 1 had raised a 
question regarding the handling of Komestake deposits* 

♦u study of the grains problem, as referred to above, I concluded that 

the feraestake de^josits may have been involved in the 1S>58 grains shortage. I had 
heard from various employees, both current and past, that surplus netal, probably 
ifsaS^^Thirn added to tastake grains in order to avoid excessive meltSg 

course, cause a shortage in the grains account since 
attributed to Homestake deposits would have been incluied 
I believe the Committee concluded that tlie grains being used to 
Ifcms*^ke deposiU wera grains f»om pravious 
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MEMCRAHDUll 

TO 

FROM j 
SUBJECT : 


Mra« Alme K«, Schneider, Superintendent 

Cecil Gray, Actin .3 Asaiatant Aaaayer 

Bureau Report of December 5, 1958, Regarding Deposit 
Procedures 


I was appointed to the pceition of Assistant Assayer in June 1927 
at the New Orleans Assay Office* Mr. T. R. Schiereke was sent from 
the New York Assay Office to instruct me in the Ifijit metliods of 
assaying and reporting gold and silver bullion. 

In July 1932 I was given a recess appointment as Assayer in Charge 
of the New Orleans Assay Office, but as none of President Hoover*a 
appointments wore confirmed, I was automatically let out on Ifarch 4 , 
1933o I was retained as a ten5)orary Junior Assayer for six months, 
the maxiiiium time allowed for temporary help. 

In March, 193U, I was reinstated as Junior Assayer in the New York 
Assay Office. I was Acting Second Assistant and in charge of the 
silver room from 19UD to 19U6, wliile Austin Graham was in the mili«= 
tary service. 

During January 19U7 I was transferred to Denver as Assayer *s Assistant 
and in October 1957 was promoted to Assayer’s Assistant (Supervisory). 

f 

entire Mint service has been connected with the chemical and fire 
analyses of various Mint materials and of checking and/or reporting 
the results obtained. 

The methods of analysis and reporting were the same in the three Mint 
institutions, and there has been no change in the procedure. It was 
always kept in mini that the Government must be protected against 
losses due to overpayment to depositors. The results of analyses 
were always reported on the scientific basis and there was never any 
juggling of those results. I have never changed or ti^tened results 
of determinations nor have I been ordered to do soj also I have never 
given such orders. It has been a standard practice to average the 
results of the various analyses made. It was always accepted that 
the gains that resulted from the average to the reported fineness 
wore sufficient to break even in the refining process. ^ 



All bullion is transferred to the Refinery, assayed to the fourth 
of one thousaivith, but after refining, the fine gold is transferred 
to the Superintendent's account assay^ to one°tanth of one^thousandthc 
This gain plus the gain that resulted from the overage to the reported 
fineness on deposits was always accepted as sufficient to break even 
in the Refinery process* 


Cecil T, Gray, 

Acting Assistant Assaybr 


(Signed) 





amioKSTW) auiwKCTa to m oovaii-a) in immmA with 

UKOWU) TO llANDLINQ UKI^ITS AND DlfiPaJIT mO(5W)UIUCB 


1* Tho affloiftl oapftolty of th» wltur during hlo tcinur 0 at th* 
Hint, partlouliurly ainoo 19U0« 

2« Wliftt oom^«otion, if n»iy» he hod vrit<h dopoiite and depooit pro- 
oeduree during hie oareor ftt the Mint, particulerJy einoe 19UO, 

3, Whether he, paraonelly, tightened up on the woigliing or aoeesr- 
ing of dopoaita bo Uiat the depoeitor woe paid for more mater¬ 
ial tlmt he hod been paid for proviouoly. 

U. Whether ha hue ever roooivod any requueto or ordoro during hie 
career at the Mint to “tighten up" on oeeoyo and wighte bo aa 
to favor tlie dopoBitor« 

5, Whether he had any information or ary underotanding ati to 
Whether tire Mint praotioe of weighing and aeeaylng depooito wan 
oonoidered nuflioient to enable the recovery of the bullion that 
was paid foro 

6, Whether he Unoww of any Inatanoea in which tho lawo and regala- 
tlonn in regard to dopoditn woro viol/ited. 


Y, Any other information you have ao to whethor deposit ora at tho^ 
Denver ItLnt havo been overpaid or underpaid or other either 
the Oovornment or the depositoro have been treated unfairly 
through weight or aaoay aaeigned to their depoeitoo 


Dficeifiber 2h, 1958 


I^MQRAMJUM 

TO ; iirs. Alaa K, Sc^aielder 

Supe rlnten dont 

FROM t Marshall M. Reddish 

Assistant Siqperintendent 

SUBJECT t Report on Receiving and V/ei^hing Deposits and Related 
Problems of the Bureau of the ItLnt Comaittee, dated 
December 3# 1958 


The Director of the Mint has invited me to conaent further on deposit 
procedures at the Denver Mint. This is a generous invitation in 
view of the fact that my views in regard to this matter have been 
spread extensively and intensively upon the record. 

Memoranda from those at this Mint %dio have personal and intimate 
knowledge of the Mint deposit procedures have been placed in your 
hands. I subscribe to the substance of all of them with one excep¬ 
tion. 


EXHIBIT HQ. 1 

I have no knowledge of any overpayments to de^xjsitors and feel that 
the other memoranda presented to you substantiate the fact that there 
have been no overpayments and no shortages. It appears now that for 
at least twenty years, and for a indeteiminate nun4)er of years prior, 
personnel handling grains in our Deposit Division have done so under 
an intezpretation of the regulations which is no Icuiger that of the 
Bureau. They have freely explained that it has been their custom 
to add so-called grains” to the depoEslt grains bar over a period 
of many years. Duxlng the last year we have melted deposit grains 
separately from "K” grains a ntmber of times emd have proved that * 

the deposit'grains bar alone, without any addition of grains^ 

contain 's' not only the amount of bullion for which depositors were 

paid but a small smplus. 

All of us must realize that this question of possible irregularity 
has nev er been raised previously by settlement couinittees, by Bureau 
Accountants and Auditors, cr hy the head of the Melting and Refining 
Division. 

It is only £hir to note that considerable time was required after 
Mr. Miller’s report in February 1958 to analyze the operation and 
obtain all of the facts in connection with it. Even the BiuTeau 
connittee did not obtain all of the facts, as is indicated by other 
memoran da which have been given to you in connection with the Bureau 
report. 
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JiXHIBIT NO, 2 


In wy opinion^ evidenco has yett to be produced bo indicate that 
■weii;hts and assays of deix>3its must be reduced to prevent Refinery 
loss^ provided the Refinery is operated efficiently* Deposit 
weights have been accepted over the years by the A-ielting and Re-* 
fining Division and by settlement committees. tJurely we are not 
going t o discredit Mint settlement and accounting procedures with¬ 
out clear evidence. It is well understood by those with experience 
in the Mints that bars are subject to abrasion and that at times 
particles fall off them during handling, particularly after the 
saoipling process. There is no proof that any of the bars mentioned 
by the Committee did not have full weight at the time they were 
weighed for payment* 

EXHIBIT MO. 3 

"^he matter of possible overpayments to depositors for low grade bul¬ 
lion was the main subject for discussion during our conference with 
the Bureau coionittee* Briefly stated, it is my theory that the in¬ 
tent of the coinage law is to give fair treatment both to the Govern¬ 
ment an d to depositors. On behalf of the Govemmenty provision is 
ir&de for depositing as revenue large amounts of gold and silver which 
are received from depositors, but lAich are recovered in clean-ups* 

On the other hand, strict weighing and assaying procedures are set 
forth w hich are designed to see that the depositor is paid fairly. 

The law could have provided that all grains and scrapings of the 
crucible become the property of the Government. Instead, it was de¬ 
cided t hat the depositor should be paid for them* 

It is m y opinion that the provision for legal ^stage was provided 
in recognition of the great 37evenue which the Goveimnent receives 
from the recovery of bullion for which depositors have not been paid 
and on the other hand, to give the depositor full credit for all of 
his deposit which can be given* 

I think that the mining West was dotted with Mints and Assay Offices 
during the period of great mining activity for the purpose of render¬ 
ing sorvice to the public* In all honesty, I cannot agree now that 
the Government should proceed to adopt the principle of making a pro¬ 
fit on the public trom Government operations* 

However, I would lllce to quote a remark I made early in the conlter- 
ence with the Bureau committee, the gist of which is repeated a num¬ 
ber of times; "We recognize here that we are under the direction of 
the Bur eau of the Mint, that the Bureau of the Mint can change regu¬ 
lations, that the Bureau of the Mint is entitled to interpret regu¬ 
lations, and «8 know that we must carry them out*” 
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In my position I csan never forr^ct my responsibility to tho Suptjrln- 
tendent of tho Hint because the Superintendent has responsibility 
and non etary liability which fall on no other persons in the Hint 
Service » It is for this reason that I liave raised, araontr others, 
the question as to vdiether the fiacLnfj upon the Assayer of the respon¬ 
sibility for preventing Refj-nezy losses my some time in the future 
prevent the Superintendent of the flint from havinf; access to the 
protection -given by legal provisions for wastage® We must assun® 
that ot her legal questions »^ch have been raised in discussions 
with the Committee and in correspondence have already, or will, re¬ 
ceive official attention© 


EXHIBIT HO® l4 

I feel that the analysis of comparative mass melting done iii 1S>58 
and in previous years indicates that on the mass melting of com¬ 
pare tiv e material, recent deposits stand up at least as well as 
those in former times® 


bXHIEIT NO. 5 


This matter appears to be adequately e^q^lained and clarified in 
other memoranda* 


I again eaqjress ray appreciation of the opportunity offered for fur¬ 
ther comment. If the Bureau Committee were here, I should be very 
glad to convoy the same thought to them, together with my personal 
regards* 






December 28, 1958 


MEdORAUDUM 


TO : 

Alroa K. Schneider, 

JROK : 

Charles M. Hiller, 
M&ltlng & Refining 

SUBJECT : 

Your memorandum of 


Superin te:ident 


Your m^randum of Decenber 16, 1958> which I recognize as having been 
prepared Marshall Raddj.sh in a desperate attempt to involve iw L his 

cj^nt cwlties, ip&kes certain statements which I feel require some comment. 

But, first, I am wonderuig if it would not have been icore apnropriate to address 
^ch a quest^nnaxre to Mr. Reddish who having been directed you to investijjate 
ttie pajfis ^tuation, not oa3^ failed to recognize and stop the illegal practice 

inv^ved, but, also, coidoned the eatpanded use of surplus bullion to offset a 
sno2rtag8o 

In paragraph 2 of your nemorandum, you state as follows: 

"As Siqjerintendent of the Melttng and Refining Division it has 
been your responsibility, as a protection of the ir^titutlon*a 
values, to make sure insofar as possible that as much bullion 
is taken into your accounts as deposits are paia for." 

purchased from de.jositors is normally 

teten into my acwun^, I don t fol^ the thinking that it has been res^nsi- 
y, ^ ^tecTion to the ins titution's values, to take sure that as much 
bu^on is ^ken iny accounts as depositors are peid for. If this stateneat 
were 1^, I be obligated to take into my accounts bullion in connection with 

i^ich toere had been a 3i^eab.ie over-payment. It has raiiier been ay responsibility 
to make sure, xnsofar as possible, that I receive all of the bullion for which I ^ 

ll I know, all of the buTUon which has been purchased 
this ^t dj^g the last thirteen years has been receipted for by my (^vision, 
in accor^ce wita weiga^ and essays established by deposit recelvi ag and assay 

^gpectively o ^Since I have had no control orer deposit raLivin^ assay 
V* entirely possible tiat I may have at times s^ed ^ 

rereipts for TOre bullion than that actually received. In fact. It now appears that 

^ happening in connection with recent purchases of base 

deposits from the Jostoa Mfg. Co. oi oase 

In para greph 3 of your memorandum, you state as follows: 


"Your division also maintains the only account for deposits, which 
is broken down to determine the amount of bullion due frco deposit 
bars, grains and assay sai/iples. Since your division maintained the 
only account in the Mint and therefore alone had infornation 

as to fluctuations between the account and the graijia bars delivered 

to you, you are our onl,y source of inforraation on many matters 
respecting grains." 









/■ 


(2) 


) 


It 13 true ttet the Heltinf; S= RefH>ing Divieion oSne/2 

dsposits which are broken ^ “^^tL^feortSt It is the <aily gralne account 

deposit bars, grains and savvies<. aLilar corrotorating account should 

maintained in the Kint does ^t mean a^eS a^t the amount 

not be maintained by the Cash h Deposits ^ ^ Deposits Division, 

of bullion charged in t)i© M & H ®°J°^^L,i^-infnnration as to fluctuations between 
Neither does it mean that I alone ‘ ^ first place, it has been 

the account and the gra^ bare Cash i Deposits personnel 

the ne ver var yxng practice for M p© Tn the second place® all 

every montb wiW regard to the s^tus o^ t these*grains is also available to 

pertinent information available ^ his own records» If the past practice 

the Head of the Cash & Deposits Division _ through 

of handling ibe grains account tl^^ vhv*haven't the involved parties complained 
division heads, ^s been practice and 

before ttiis, rather than waix -.^arvin-^iW li-br Whether or not the con- 

then complain in a vain attempt to s . , erains^s > tuation is not involved 

cei-nad parties were satisfactorixy ad^s^of ^he gr in ^ ^ require, that is 

hc«. Tiv^ fl^^l'usTof sirpllas 

SSlof to’oSsetTshortsgs wa; oouttaued - but, on a much larger seals. 

Your specific questions relating to the handling of grains are listed and 
answered as foUowss 

T Dtion what basis did you approve the monthly and yearly and 

Sstef wour'^^ains account sines you beoams the head of tne 

Melting and Refining Division at Denver? 

LSSt. ~SS* v*S= SiJTSSS'KSr 

Division, rather then the Melting St jFiefining Division, 

2o Did ^^u have any reason to think the fluctuations during this period were due 
to o^r~p ayments or under-payaents to depositors? 

T never had occasion to mate a study of these fluctuaUons within tte Cash 
ftei^slts Di^^ion until I was accused of withholding information regarding them. 

V viHnn if ever did vou report ttese fluctuations officially to the Si^rinten^nt 
^ teaf oflie S^S?s Di^ion of ms iUnt? If you did not officially report 

the fluctuations, why not? 

I have never reported these fluotuations personal^ to either the Su^j^tondent 
or Dead o f the Cash & Deposits Division because it has been e^er the 

responsibility or preotloe of the Superintendent of the telting & Efttnlng Wv. 

so fewever. Heltiiig 4 Refining Di'riaion pereonnel has invariably kept 
Cash & Deposits Division personnel informed regarding the status of tee spiEB 
account, to fact. Cash & Deposits Division personnel usually astea for the 

informa tioii c 





Why did you refirain from rej.orting the 25 ounce dbiTerence in the grains bar 
in Ju3y 1 957a ^^nd then wait until the seven month difference amounted to h$ 
ounces before making an official report? 

I am under no obligation to make official reports concerning conditions with** 
in the Cash & Deposits Division unless I suspicion a breach cf tntegrily 
within that division* However, the 25 ounce diffc-rence in the grains bar in 
July, 1957 was reported in the usual pinner to Cash 5: Deposits Division personnel* 
It was, of course, assumed that the usual manipulation of grains within the Cash 
& Deposits Division would be employed to correct the situation* As a matter of 
fact, it appeared that the usual remedies for correcting the situation were being 
used since tha small additional deficienoies occurring during the next five 
months in question were of little consequence. 

Why did you report this incident, but none of the other fluctuations in the 
grains account? 

I eventually taentioned it, but not as an official report, because the 11,700 
ounce deficiency occurring in January, 1958 indicated resuaqption of a definite 
trend toward a shortage and the available time during idiich corrective action 
could be taken was running out. No, I didn»t deliberately withhold any inforraa- 
ti<«i with the intent of coaxing the involved personnel into a precarious position* 

Wtet, if anything, distinguishes the fluctuations. in the grains account in the 
fiscal year 1958 from the monthly and annual ones which had previously occurred 
during your tenure at the Denver Mint? 

Fluctuations in the grains account in the fiscal year 1958 involved a shor’cags 
rather than tbs usual surpluses* 

Do you disapprove of fluctuations in the grains account, and if so, why? 

No* I dto not disapprove of fluctxations in tha grains account* Th^- are inevitable 

What do you consider a reasonable and proper fluctuation monthly in tbs greins 
account? 


I would consider monthly fluctuations of from 3 to Ij ounces of gold in tbu giuliis 
account to be reasonable* 


Vfera you aware that grains have been added to the grains bar for many years? 

No, I was unaware that grains were being added to the grains bar. 

If not, what did you consider to be the source of the grains in the grains account 
such as a <>7 ounce gain in fiscal year 1950? ^ 


I considered the source of grains in the grains account to be the actual grains 
from deposit purchases. I had never connected them with "K" grains. In Jtect I 
had never heard of "K« grains previous to the investigation* As for the 97 owck 
gain In fiscal year 1950, it was, after all, a gain* ^ 







•U. What did jou consicijet to be tho I’eason for the varioua dofioiencies in ths 
grains accouctj such as the one for the fiscal year 1957? 

I naturally considered then to l>e tho result of inaccurate applications of 
deposit f^’ain woight adjustrwnts, sinco that Is the only Kay la which they 
coOld have occurreo le';ally» Now, after bavinr; given tho matter some studyo 
I can see that tfjey involved o'.'or-'pajTnents to cieposit?rs. As a ratter of fact, 

I never gave much thought to tfiese fluctuations since they involved Cash & 
Deposits Division ]fz*acoices, rather than K & R Division practices, 

liJ, VJhat suggestions do you have for impieving the hajidling of greins and accoint>^ 
ing for them? 

The only logical way to handle grains and account for then is to make practical 
weight deductions for foraig)' natter and for the recognized fact that grains 
seldom assay as high as the bax* fjrom which they are durived. This assay 
deficiency is perticularly aj-^iarent when tJie deposit coniaino considerable 
iron. The accuracy of the standards sot for these ve:lght deductions wo»xld be 
indicated by the results obtained ficom monthly mass-bolting of grains. Under 
no conditions should laetal other than deposit grains I o added to gxains bars. 

Any surpluses or deficiencies should be absorbed in tus K & fi accounts, 

13, Do you agree with rep:resentatlvies of the Eurciau that mss-baltjaig has long 
been recognized in the Hint Service as a neans of clieoJclng upon the accuracy 
of weights and assays on deposits? 

Yes, I agree with the position taken by 'toe Bureau representatives, 

lit. Why didn' t you rasa nielt deposits from 19U6 to IS'58?' 

It is true that no mass-roc Its were made flvm 191(6 to 1956, ^ fact, Hr, Wagor, 
my predecessor, made no masis melts from 19ii0 to 1916, and vei7 few previous to 
19lt0, I didn't make them from 191*6 to 1953 because ii wasn't convenient to make 
them at tho time, the refineiy was successfully operating with surpluses and 
we were, in effect, doing the next beat thing when catting anode melts. Frankly, 
1 think scKiu nass-inulting should have been done all along. It was just a 
question of placing ultimate confidence in the deposit weigher and the Assayer, 
Since 195 3, when the need for somo nass-melting becane apparent, all requeists 
for axitho rdty to rake mass-melts were denied by ycur office, 

?,5« Were the deposits mass-melted in !1950 the same type as those mass-melted 
previously? 

I have no information as to the t,'/po of deposits raass-neltod previous to 1958, 
but the aincunt of sicrplasee indicated by tliose mass-melts were of such ragnitude 
aa to preclude any quibbling as to tho type of xictal massed. 

16, In determining the results of the mass-melting for 1959* did you give consider¬ 
ation to the buUior which escaped into sweeps and into tlie oottrell precipi¬ 
tator? If not, idiat was your reason? 

Yes. I gave consideration to these Ihctora, The sweeps, including sklranln^s and 
ground crucibles were crushed, pan washed and swoat-cneited to recover all 
possible values. The amount of metal asoaping to the iJottrell was insignificant 
since the masamelting was done in eleotx’ic furnaces. 













